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PUBLIC  IMPACT  OF  NATURAL  GAS  PRICE 
DEREGULATION 


MONDAY,  OCTOBER  3,  1977 

U.S.  Senate, 
Subcommittee  ox  Axtitrust  axd  Moxopoly, 

OF  THE  Committee  ox  the  Judiciary, 

Washington^  D.C. 
The  subcommittee  met,  pursuant  to  notice,  at  9:30  a.m.,  in  room 
6226,  Dirksen  Senate  OfHce  Building,  Senator  Edward  M.  Kennedy 
(chairman  of  the  subcommittee)  presiding. 
Present :  Senators  Kennedy  and  JNIetzenbaum. 

Staff  present:  Thomas  M.  Susman,  chief  counsel;  Henry  Banta, 
counsel;  Walter  Measday.  majority  economist;  Emory  Sneeclen, 
minority  chief  counsel;  Peter  Chumbris,  minority  consultant;  and 
Garrett  Vaughn,  minority  economist. 

Senator  Kexxedy.  The  subcommittee  will  come  to  order. 

OPENING  STATEMENT  OF  SENATOR  KENNEDY 

The  subject  of  natural  gas  prices  and  deregulation  is  not  new  to  the 
Senate  Antitrust  and  Monopoly  Subcommittee.  For  almost  a  decade 
we  have  examined  the  structure  and  performance  of  the  oil  and  gas 
industry  and  the  Federal  regulatory  machinery  governing  it.  Today 
we  turn  our  attention  away  from  the  industry  and  the  Government, 
to^yard  those  in  our  cities  and  small  rural  towns  in  this  country  who 
ultimately  bear  the  burden  of  increasing  energy  costs. 

Over  the  past  2  weeks  the  Senate  has  been  locked  in  conflict  over 
the  subject  of  the  deregulation  of  natural  gas.  For  the  most  part.  Sena- 
tors have  been  preoccupied  with  procedural  snarls  on  the  one  hand — 
an  appeal  from  the  Chair  on  a  motion  to  take  reconsideration  of  a 
germaneness  ruling  on  a  amendment,  to  a  substitute  on  another  hand — 
and  technical  mumbo-jumbo  on  another. 

Throughout  many  long  days  people  have  perhaps  lost  sight  of  the 
real  issues  facing  the  Congress:  What  will  happen  to  homeowners, 
senior  citizens,  farmers,  businessmen  and  women,  workers,  and  others 
if  the  price  of  natural  gas  doubles,  as  it  will,  in  the  next  3  years?  This 
is  the  heart  of  the  debate,  the  guts  of  the  legislation  before  us.  In 
light  of  the  historic  interest  in  this  area  by  this  subcommittee,  and  the 
deep  involvement  of  its  members  in  the  present  debate,  we  have  con- 
vened this  hearing.  Over  the  last  few  years  the  delivered  cost  of  gas 
to  residential  consumers  has  almost  doubled.  There  are  already  thou- 
sands of  people  who  cannot  afford  to  pay  their  utility  bills.  In  Balti- 
more there  were  41,000  homes  which  were  cut  off  last  year  because 
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people  failed  to  pay  their  bills.  In  Rhode  Island  there  have  been  10,000 
people  cut  off  since  April  alone.  In  Chicago  last  winter  over  20,000 
homes  were  cut  off.  In  Texas  a  whole  city  has  been  cut  off,  leaving 
stoves  and  hot  water  heaters  useless,  while  mothers  sterilize  baby 
bottles  and  cook  the  family  meals  over  outdoor  open  fires.  What  is 
more,  this  is  only  a  small  part  of  the  story  in  Texas.  This  last  week  a 
dozen  Texas  cities  have  called  my  office  because  they  were  facing 
similar  problems. 

For  the  retired  worker,  the  senior  citizen,  the  welfare  mother,  and 
many  others  who  live  on  fixed  incomes,  the  high  cost  of  energy  has 
already  led  to  the  kinds  of  choices  which  should  bo  inconceivable  in 
modern  America. 

The  soaring  cost  of  energy  has  made  food  and  housing  and  clothing 
and  medical  care  alternatives,  not  necessities.  During  the  wintertime, 
many  families  without  any  heat  at  all  may  yearn  for  the  mere  ability 
to  turn  the  thermostat  down.  Deregulation  of  natural  gas  jirices  can 
only  make  the  situation  woi^e.  Even  if  the  brunt  of  increased  gas 
prices  is  placed  on  industry's  shoulders,  the  consumer  cannot  escape 
its  burden.  The  tendency  of  businesses  to  pass  on  more  than  the  in- 
creased cost  of  energy  is  well  documented.  The  inflationary  impact  on 
our  economy  will  be  felt  Avith  a  vengeance. 

We  are  already  struggling  mightily  to  control  inflation  and  reduce 
the  rate  of  unemployment.  We  have  been  unsuccessful  at  doing  either, 
in  large  part  because  of  rapid  increases  in  energy  prices.  Deregulation 
will  compound  the  problem.  Two  weeks  ago,  I  argued  in  the  Senate 
for  holding  the  line  on  natural  gas  price  regulation  at  the  present 
level  of  $1.45  per  thousand  cubic  feet.  But  a  majority  rejected  my 
proposal. 

Last  .week  I  tried  to  carve  away  at  the  most  expensive,  offensive 
portions  of  the  deregulation  bill,  but  most  of  my  amendments  failed. 
Now  a  bare  majority  is  even  balking  at  a  whopping  $2.03  Mcf  price, 
wath  deregulation  of  high-cost  gas. 

I  am  not  convinced  that  any  bill  is  better  than  no  bill  at  all.  Higher 
prices  may  be  good  for  the  oil  and  gas  companies,  but  they  are  not 
good  for  the  people  of  ^Massachusetts  or  Ohio  or  Iowa  or  Texas  or 
California.  There  already  seems  to  be  a  drainpipe  running  betAveen  the 
pocketbooks  of  the  American  consumers  to  the  bank  accounts  of  the 
oil  and  gas  giants.  Deregulation  of  natural  gas  prices  would  pull  the 
last  piece  of  plug  from  this  pipe. 

In  a  perversion  of  the  Robin  Hood  legend,  deregulation  would  trans- 
fer billions  of  dollars  from  those  who  do  not  have  it  to  those  who  do 
not  need  it.  That  is  what  all  the  industry  lobbying  lately  has  been 
directed  toward.  That  is  what  the  filibuster  in  the  Senate  is  focused 
against.  That  is  what  these  hearings  are  all  about. 

The  Chair  will  now  recognize  Senator  Metzenbaum  who  has  been, 
along  with  our  colleague  Senator  Abourezk,  a  leader  in  the  U.S.  Senate 
debate  and  in  bringing  this  issue  home  to  the  consumers  as  well  as  to 
the  Senate.  We  are  delighted  to  have  him  here.  He  has  been  a  leader 
on  this  committee  on  this  issue  as  well. 

Senator  Metzenbaum? 

Senator  ]Metzexbaum.  I  am  very  pleased  that  you  saw  fit.  Senator 
Kennedy,  to  use  the  Antitrust  Subcommittee  to  continue  its  investiga- 


tion  and  inquiry  into  the  entire  question  of  gas  and  oil  pricing— gas, 
in  his  particular  instance— but  also  with  respect  to  oil. 

OPENING  STATEMENT  OF  SENATOR  METZENBAUM 

The  amendments  you  offered  on  the  floor  with  respect  to  divestiture, 
so  that  there  might  be  free  competition  put  back  into  the  industry, 
have  helped  to  liighlight  tlie  issue  for  the  American  people. 

I  think  it  is  significant  that  you  who  have  become  known  through- 
out America  as  maybe  the  leading  consumer  spokesman,  who  has  not 
failed  to  champion' the  cause  of  the  people  in  so  many  instances  over 
the  years.  You  have  been  very  helpful  on  the  floor  of  the  Senate  in 
connection  with  this  entire  issue,  and  today  in  these  hearings  have 
seen  fit  to  bring  together  a  group  of  persons  who  are  able  to  express 
what  this  would  do  to  the  American  people. 

I  think  one  of  the  main  objectives  of  the  filibuster  in  which  we  are 
engaged  is  to  let  the  people  understand  what  it  is  all  about,  what  the 
cost  will  be,  and  what  the  impact  on  the  American  people  and  the 
economy  will  be.  We  are  very  grateful  to  you — and  I  personally  am 
very  grateful — for  your  assistance,  your  counsel,  and  your  leadership 
in  convening  these  meetings  this  morning.  I  think  it  is  perhaps  time 
we  move  forward  and  hear  the  witnesses  but  I  did  want  to  make  those 
comments. 

Senator  Kenxedy.  Thank  you  very  much  Senator  Metzenbaum.  Be- 
fore hearing  the  witnesses,  I  must  say  I  was  greatly  disturbed  by 
Secretary  Schlesing^r's  comment  about  a  potential  new  $5-a-barrel 
tax  on  imported  oil  for  this  country.  That  makes  absolutely  no  sense 
either  domestically  in  terms  of  our  own  economy  or  in  terms  of  our 
relations  with  countries  around  the  world.  How  are  we  going  to  be 
able  to  tell  the  OPEC  countries  that  they  are  already  charging  too 
high  when  our  Secretai^'  of  Energy  is  effectively  saying  we  can  afford 
to  pay  $5  more  per  barrel?  Wliat  that  means  is  this.  Areas  of  the 
country — for  instance,  my  part  of  the  country,  the  New  England  area, 
the  North  Atlantic  States,  and  many  of  the  other  communities— which 
have  historically  been  heating  their  homes  with  home  lieating  oil  will 
be  paying  a  disproportionate  amount  of  the  burden.  Even  with  the 
continuation  of  the  entitlement  program  that  presents  the  continua- 
tion of  a  Federal  bureaucracy  in  this  area,  this  is  going  to  make  it 
enormously  difficult  for  industries  to  compete  and  is  going  to  be  an 
extraordinary  burden  on  the  consumer  in  many  different  sections  of 
the  country,  such  as  my  part  of  the  country,  that  are  already  paying 
100  percent  higher  for  energy  costs  than  other  parts  of  the  country.  It 
is  about  time  that  we  face  up  to  what  the  real  issues  are.  They  are 
being  debated  on  the  floor  of  the  U.S.  Senate  at  the  present  time. 

The  American  people  are  prepared  to  do  their  share  in  terms  of  the 
energy  crisis  but  the  one  thing  they  do  not  want  is  that  a  disproi:)or- 
tionate  part  of  the  burden  fall  upon  any  different  segment  of  the 
country.  In  this  case,  the  deregulation  of  natural  gas,  it  is  going  to 
fall  disproportionately  on  the  neediest  people  of  this  Nation :  The 
elderly  people,  the  poor  people  in  rural  areas  and  the  inner  cities. 
There  are  going  to  be  wholesale  windfall  profits  to  the  major  oil  com- 
panies and  gas  companies.  The  American  people  ought  to  understand 


what  is  at  risk  in  resolving  the  energy  crisis  of  this  country.  We 
liave  an  important  responsibility  to  present  these  facts.  We  are  going 
to  hear  this  morning  from  witnesses  who  are  going  to  tell  us  in  human 
terms  what  the  issues  are. 

We  will  begin  with  Mr.  David  Sweet,  Public  Utilities  Commission 
of  Ohio ;  Joel  Jacobson,  Public  Utilities  Commission  of  New  Jersey ; 
and  Michael  Barnes,  Maryland  Public  Service  Commission. 

We  want  to  welcome  you,  gentlemen. 

Esther  Peterson  is  coming  momentarily.  We  will  hear  from  you 
gentlemen  now,  then  when  Esther  Peterson  comes,  I  will  ask  you  to 
wait  a  few  minutes  in  order  to  allow  her  to  finish  her  brief  statement. 

We  are  delighted  to  have  you  here.  We  appreciate  your  willingness 
to  come  here  this  morning.  As  you  can  well  understand,  what  we  are 
really  interested  in  is  to  tell  this  story  in  what  it  is  going  to  mean 
in  terms  of  people.  You  are  probably  as  close  to  the  people  on  these 
issues  as  anyone.  You  are  knowledgeable  in  terms  of  what  is  at  the 
other  end  of  the  pipeline,  so  to  speak.  We  are  looking  forward  to 
hearing  from  you. 

Dr.  Sweet,  we  will  begin  with  you. 

STATEMENT  OF  DAVID  SWEET,  COMMISSIONER,  PUBLIC  UTILITIES 

COMMISSION  OF  OHIO 

Mr.  Sweet.  Senator  Kennedy  and  Senator  INIetzenbaum,  coming  from 
Ohio  and  hopefully  representing  concerned  consumers  in  Ohio,  I  want 
to  say  that  Ohioans  are  proud  of  our  Senator,  Howard  Metzenbaum, 
for  his  role  in  elevating  the  consciousness  not  only  of  our  State  but 
also  of  the  Nation  regarding  the  potential  impact  of  deregulation  on 
consumers. 

I  have  a  statement  which  analyzes,  some  of  the  anticipated  impact  of 
deregulation  on  Ohio  consumers  which  I  would  like  to  briefly  sum- 
marize. Then  I  would  be  happy  to  respond  to  any  questions. 

Obviously  Ohio,  which  is  dependent  on  93  percent  of  its  natural  gas 
from  interstate  sources,  was  at  the  center  of  the  gas  shortage  problem 
last  winter  when  we  found  our  industries  and  schools  were  cui-tailed  up 
to  100  percent.  We  had  large  increases  in  unemployment.  Small  busi- 
nesses were  put  out  of  action.  Our  residential  consumers  suffered  dis- 
comfort as  a  result  of  voluntary  thermostat  turndowns.  So  we  are  well 
aware  of  the  impact  of  the  natural  gas  supply  question. 

As  State  development  director  between  1971  and  1975,  I  witnessed 
firsthand  what  a  shortage  in  natural  gas  supply  does  to  a  State  develop- 
ment effort.  I  think  it  is  important  that  I  came  to  the  public  utilities 
commission  with  that  perspective.  I  am,  therefore,  vitally  interested  in 
any  public  policy  or  program  at  the  Federal  level  that  would  relieve 
the  natural  gas  supply  shortage  Ohio  is  currently  experiencing  and 
will  continue  to  experience  in  coming  years.  As  a  public  utility  com- 
missioner,  I  believe  Ohio's  gas  utilities  and  their  suppliers  should  re- 
ceive compensation  which  would  cover  all  prudent  costs  and  provide 
a  fair  rate  of  return  on  their  investment.  I  am  realistic  enough  to  recog- 
nize that  the  cost  of  energy  must  rise.  But  at  the  same  time  I  want 
to  make  sure  Ohio  utility  consumers  will  not  be  gouged  by  unfair 
prices  and  will  not  be  forced  to  subsidize  windfall  profits  for  the 
companies  and  the  energy  producers. 


Ohio  has  had  to  bear  the  burden  of  skyrocketing  utility  prices,  as 
Avell  as  the  burdens  of  shortages  of  supply.  To  emphasize  that  point,  I 
am  attaching  to  my  testimony  a  letter  that  was  sent  to  the  Governor's 
office  from  a  senior  citizen  which  I  think  poignantly  summarizes  the 
burden  of  rising  utility  prices. 

Elsie  Gerbhardt  is  84  years  old  and  supports  a  94-year-old  sister  in 
Cincinnati.  In  December  1976  her  gas  bill  was  $48.04.  For  January 
1977  her  gas  bill  was  $275.10. 

Her  letter  in  part  says,  and  the  full  text  is  attached  to  my  statement : 

I  am  84  years  old,  am  retired,  and  I  have  a  sister,  Amelia  Gerbhardt.  Her 
age  is  94  years  old.  All  of  our  lives  we  deprived  ourselves  of  a  lot  just  so 
when  we  got  older  we  could  pay  our  bills,  and  now  we  have  to  use  our  sav- 
ings to  pay  bills  to  heat  our  home.  Now  we  heard  they  are  thinking  about 
making  the  gas  higher.  I  am  sorry  to  bother  you  because  you  are  so  busy, 
but  isn't  there  anything  you  can  do  for  senior  citizens  at  our  ages? 

Senator  Kexxedt.  How  could  the  gas  consumption  go  from  $48  in 
December  1976  up  to  $275  the  following  month? 

Mr.  Sweet.  Senator,  that  is  a  question  that  in  preparing  this  testi- 
mony becomes  apparent.  I  assure  you  we  are  checking  her  particular 
metering  situation.  It  obviously  is  an  old  home.  The  letter  continues  on 
to  say  that  they  have  shut  off  the  top  floor  of  that  home. 

Senator  Kexxedt.  You  are  getting  a  lot  of  letters  similar  to  this 
about  the  dramatic  increase  in  heating  homes;  is  that  correct? 

Mr.  Sweet.  Senator,  we  are  getting  many  letters  like  this  one. 

In  Ohio  we  had  a  moratorium  on  disconnects  last  winter  which  pre- 
vented the  utilities  from  shutting  oft'  the  natural  gas  supply.  That 
moratorium  was  lifted  in  March  at  the  end  of  the  winter  heating 
season.  "We  experienced  thousands  of  disconnects  as  a  result  of  people 
not  being  able  to  pay  their  bills. 

What  we  are  experiencing  now  is  this :  Coming  into  the  winter  heat- 
ing season  the  utilities  are  disconnecting  customers  in  anticipation  of  a 
moratorium  this  coming  winter. 

I  have  an  example  in  my  office 

Senator  Kexxedy.  Give  it  to  us  slowly  now. 

Mr.  Sweet.  I  have  a  recent  letter  from  an  Ohio  Consumer  indicating 
that  her  gas  utility  is  disconnecting  service  in  anticipation  of  a  mora- 
torium. In  this  one  example  the  welfare  mother  has  an  $8  outstanding 
bill.  She  was  disconnected.  As  a  result,  she  is  going  to  have  an  $8  recon- 
nection  fee  before  she  gains  service.  We  are  also  seeing  this  kind  of 
problem  in  anticipation  of  a  winter  moratorium  on  disconnect  in  our 
State  today. 

Senator  Kexxedt.  How  many  disconnects  did  you  have  last  winter? 

Mr.  Sweet.  During  the  winter  months  the  Public  Utilities  Com- 
mission put  a  moratorium  on  disconnnects. 

Senator  Kexxedt.  How  many  would  you  have  had  if  it  had  not 
been  for  the  moratorium  ? 

Mr.  Sweet.  Senator,  I  will  submit  the  actual  data  but  thousands  of 
customers  have  been  disconnected  since  the  lifting  of  the  moratorium. 

Senator  Kexxedt.  Do  you  have  any  idea  what  the  increased  price 
of  gas  will  mean  for  disconnections  without  a  moratorium? 

Mr.  Sweet.  Senator,  the  deregulation  proposal  would  raise  the  aver- 
age gas  bill,  as  I  point  out  in  my  testimony  from  about  $340  a  year  to 
as  much  as  $822  a  year.  That  is  the  average.  I  think  that  is  going  to  hit 
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the  senior  citizens,  the  people  on  fixed  incomes,  the  welfare  recipients, 
and  other  poor  famiiles  in  our  State  with  devastating  impact. 

Senator  Kexxkdy.  What  happens  to  a  person's  home  Avhen  the  gas 
is  cut  off  I 

Mr.  Sweet.  I  am  hopeful  that  during  the  winter  months  the  com- 
mission will  again  prevent  disconnections.  As  a  result,  we  will  not 
liave  tragedies.  "We  have  had  several  tragedies  in  Ohio  as  a  result  of 
some  termination  of  service,  mainly  we  have  had  over  the  past  two 
winters  several  deaths  as  a  result  of  utility  terminations. 

Senator  Metzexbaum.  There  were  some  that  were  directly  attribut- 
able to  the  fact  that  people  were  frozen  to  death,  weren't  there  ? 

Mr.  Saveet.  Yes.  I  think.  Senator,  in  these  instances  there  were  ex- 
tenuating circumstances.  But,  regardless  of  those  extenuating  circum- 
stances, I  think  our  State 

Senator  ]\Ietzexbaum,  The  persons  wound  up  in  a  grave. 
Mr.  Sweet.  Yes.  I  think  our  State  should  do  everything  possible  to 
prevent  those  types  of  tragedies. 

Senator  Kexxedy.  They  still  cut  off  in  the  summertime,  don't  they? 
Mr.  Sweet.  They  terminate.  When  the  moratorium  was  lifted  in 
March,  they  began  termination ;  that  is  correct. 

Senator  Kexxedy.  Don't  people  in  Ohio  use  gas  to  cook  their  food  ? 
Mr.  Sw' eet.  That  is  correct. 

Senator  Kexxedy.  Then  how  do  they  cook  for  tlieir  families? 
JNIr.  Sweet.  Senator,  in  some  instances  they  are  able  to  get  welfare 
assistance  and  reconnect.  In  other  instances  they  have  to  rely  on 
friends  and  other  people  because  they  just  do  not  have  the  natural  gas 
to  operate  their  stoves  or  other  facilities.  I  believe  the  critical  question 
from  the  Ohio  utilities  consumer's  perspective  is  :  Will  deregulation  of 
natural  gas  prices  mean  more  gas  at  higher  prices  or  will  it  mean 
windfall  utility  profits,  and  no  more  gas?  Depending  on  whose  esti- 
mates you  use,  the  difference  between  President  Carter's  plan  and 
deregulation  as  called  for  by  the  Pearson-Bentsen  proposal  would  be 
somewhere  on  the  order  of  $500  million  to  $886  million  out  of  the 
pockets  of  Ohio  consumers  each  year.  Deregulation  could  raise  the 
average  annual  Ohio  consumer's  gas  bill  as  much  as  120  percent,  from 
the  current  $374  to  a  minimum  of  $658  or  as  much  as  $822  a  year  under 
deregulation. 

What  are  we  to  tell  the  Elsie  Gerbhardts  and  all  other  citizens  of 
Ohio  living  on  fixed  incomes?  The  critical  question  is:  What  are  these 
prices  going  to  buy  in  terms  of  increased  supply?  Many  experts,  in- 
cluding those  who  have  testified  before  Congress  during  the  course  of 
this  long  deregulation  debate,  believe  that  deregulation  will  not 
reverse  the  decline  of  new  supply  production  but  will  only  slow  the 
rate  of  that  decline  for  a  period  of  time. 

President  Carter  has  said  that  the  United  States  is  producing  less 
natural  gas  than  we  did  in  1972  despite  the  fact  that  gas  prices  have 
risen  500  percent  in  that  same  period.  Quite  frankly,  in  Ohio  we  are 
finding  it  difficult  to  accurately  analyze  these  kinds  of  price-supply 
tradeoffs  because  we  are  bombarded  with  conflicting  and  contradic- 
tory data  on  natural  gas  supply  and  reserves. 

The  Ohio  Public  Utilities  Commission  has  tried  to  get  the  Federal 
Power  Commission  to  join  with  the  States  to  independentl}^  develop 


supply  data  beginnin«T^  in  1075.  Wo  petitioned  tlie  Federal  Power 
Commission.  Onr  original  re(|iiest  and  two  appeals  were  denied.  The 
absence  of  independent  data  on  natural  gas  supplies  will  continue  to 
damage  the  credibility  of  the  energ}-  industry  and  Government.  How- 
ever, I  am  hopeful  that  the  new  U.S.  Department  of  Energy  will 
remedy  this  situation. 

Perhaps  the  most  important  consideration  from  the  consumer's  per- 
spective is  to  make  sure  that  any  adopted  natural  gas  pricing  plan 
does  not  result  in  windfall  profits  to  utilities  and  the  gas  producing 
industry  at  the  expense  of  the  consumers.  Senator  Bentsen  has  been 
quoted  in  the  press  as  saying  that  the  pro-deregulation  forces  are 
'"'trying  to  see  the  free  market  system  prevail"  and  want  to  avoid  "de- 
termination that  Washington  can  make  a  better  decision  than  the 
marketplace." 

The  reality  is  that  the  gas  industry  in  this  country  must  be  regu- 
lated because  a  free  market  system  just  does  not  exist.  In  view  of  this 
fact,  deregulation  would  leave  the  consumer  unprotected  and  power- 
less. The  utility  industry  has  done  little  to  reassure  consumers  that 
they  are  not  in  pursuit  of  windfall  profits  and  that  they  are  speaking 
the  truth  about  natural  gas  supplies.  When  I  testified  before  Congress 
on  deregulation  in  February  1976.  along  with  my  colleague  here,  Joel 
Jacobson,  I  quoted  an  ad  that  the  Columbia  Gas  System  was  running 
widely  in  Ohio  newspaper.  The  ad  stated : 

Do  not  be  lulled  into  a  false  sense  of  security.  The  natural  gas  shortage  is 
very  real.  Columbia  is  working  hard  to  get  additional  supplies  of  gas  because 
we  know  there  simply  is  not  enough  gas  currently  available  to  meet  all  cus- 
tomer needs.  The  hard  fact  is  that  the  natural  gas  shortage  can  only  get 
worse  unless  Congress  acts  now  to  deregulate. 

Those  predictions  appeared  to  come  true  last  winter  in  Ohio,  but 
this  summer  after  extensive  pressure  and  governmental  review  the 
shortage  seems  to  have  evaporated.  Ohioans  are  reading  headlines — 
and  I  have  attached  some  of  these  headlines  to  my  prepared  statement : 
''Gas  picture  painted  as  bright."  "Columbia  says  Ohio  fuel  cutbacks 
over."  "Columbia  all  set  for  wintry  blasts." 

These  articles,  which  are  attached,  all  refer  to  the  fact  that  the  gas 
utilities  in  Ohio  are  removing  curtailments  to  industrial  and  commer- 
cial customers,  except  for  boiler  use,  for  the  first  time  since  the  winter 
of  1973-74.  While  consumers  sutfered  with  high  prices  and  gas  short- 
ages last  winter  the  gas  utilities  had  a  record  earnings  year.  Despite 
heavy  curtailments,  Columbia  Gas  of  Ohio  in  1976  achieved  a  30- 
percent  increase  in  total  revenue  and  operating  income  over  1975  and  a 
60-percent  increase  in  earnings  on  common  stock.  What  will  Colum- 
bia's profit  picture  be  after  a  winter  of  virtually  no  curtailment? 

For  the  year  ending  March  31,  1977,  Columbia  earned  21.-4  percent 
return  on  common  stock,  the  highest  profit  of  any  major  Ohio  utility. 
In  1976  Columbia  of  Ohio's  average  return  or  profit  was  31  percent, 
well  above  the  average  for  the  entire  seven-state  Columbia  system. 

Ohio  consumers  are  justifiably  wondering  whether  they  are  putting 
excessively  high  dividends  ino  the  pockets  of  utility  stockholders  when 
the  average  return  for  the  nonregidated  manufacturing  industries  is 
about  13.3  percent,  compared  with  Columbia's  regidated  21.4  percent 
return  on  common  stock. 
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Finally,  the  oil  and  natural  gas  industry  is  continuing  to  spend 
thousands  of  dollars,  all  passed  along  to  their  customers,  to  lobby  the 
U.S.  Congress  for  deregulation.  The  ads  have  gotten  more  and  more 
blatant  but  I  think  the  ultimate  is  this  full  page  ad  here  [indicating] 
that  appeared  in  our  newspaper.  ]Mobil  actually  provided  three  pre- 
written letters  for  readers  to  cut  out  and  mail  to  their  Senators  and 
Congressmen  regarding  the  deregulation  debate. 

Senator  Metzexbaum.  I  wonder  if  you  could  summarize,  since  we  go 
into  session  at  10  a.m.  I  know  there  are  a  number  of  other  witnesses, 
and  I  think  we  can  continue  after  that,  but  it  is  going  to  be  difficult. 

Mr.  Sweet.  Senator,  I  will  conclude  by  saying  that  it  is  interesting 
that  given  this  effort  by  the  gas  industry,  in  the  name  of  increasing 
supply  through  price  deregulation,  the  industry  has  dragged  its  feet 
in  developing  the  cheapest  and  easiest  new  source  of  natural  gas  sup- 
ply, and  that  is  conservation.  In  Ohio  an  aggressive  gas  utility  conser- 
vation program  would  mean  tremendous  amounts  of  additional  natural 
gas  could  be  produced. 

Why  is  the  industry  reluctant  to  tap  this  source  of  additional  gas 
supplies?  Perhaps  because  such  a  program  would  put  the  burden  of 
responsibility  for  conservation  of  a  scarce  resource  on  the  gas  compa- 
nies instead  of  the  utility  consumers  or  the  U.S.  Congress. 

In  conclusion,  I  do  not  come  before  this  committee  as  a  strong  pro- 
ponent of  the  theory  or  practice  of  regiUation,  but  I  am  faced  with 
three  alternative  regulators  for  the  future  price  of  natural  gas:  One, 
the  OPEC  nations ;  two,  the  gas  industry ;  and,  three,  the  Federal  Gov- 
ernment, Given  these  alternatives,  I  favor  continued  Federal  price 
regulation  with  realistic  increases  that  will  generate  the  most  new  gas 
supplies  at  the  lowest  cost  to  the  consumers. 

Senator  Kennedy.  Thank  you,  Mr.  Sweet.  The  text  of  your  entire 
prepared  statement  along  with  the  attachments  wnll  be  made  a  part  of 
the  record  of  this  hearing.  » 

[The  prepared  statement  of  David  Sweet  follows :] 

Prepared  Statement  of  David  C.  Sweet 

I  appreciate  the  opportunity  to  testify  today  on  what  may  be  the  most  impor- 
tant utility  regulation  issue  for  American  consumers  of  this  decade  :  the  question 
of  natural  gas  deregulation. 

I  serve  as  a  Public  Utilities  Commissioner  in  Ohio — the  state  hardest  hit  by 
recent  shortages  and  resulting  curtailments  of  natural  gas.  Ohio  industry  de- 
pends heavily  on  natural  gas,  consuming  40  percent  of  all  gas  used  in  Ohio  each 
year.  Ohio  is  heavily  dependent  on  interstate  supply — 93  percent  of  Ohio's 
natural  gas  comes  through  interstate  pipelines. 

Last  winter's  recordbreaking  cold  temperatures  resulted  in  an  unprecedented 
natural  gas  shortage  in  Ohio :  Industries,  schools  and  large  stores  were  curtailed 
80-100  percent  causing  school  closings  and  plant  shutdowns  throughout  the 
state ;  Ohio  had  the  largest  increase  in  unemployment  claims  of  any  state  during 
the  critical  week  ending  January  22,  1977,  making  us  the  hardest  hit  state  in 
the  Nation  by  the  gas  shortage-induced  economic  slowdown ;  Small  businesses 
were  curtailed  30  percent ;  Ohioans  suffered  with  discomfort  at  home  due  to 
voluntary  conservation  and  the  threat  of  gas  shutoffs. 

We  were  forced  to  live  through  this  cri.sis  in  Ohio  despite  the  fact  that  the 
Ohio  Public  Utilities  Commission  had  taken  serious  and  unprecedented  steps  to 
curtail  and  allocate  the  use  of  natural  gas  by  Ohio  consumers.  In  PUCO  curtail- 
ment orders  beginning  in  1972,  we  have  prohibited  any  new  service  connections 
for  all  Ohio  residential,  commercial  and  industrial  con.sumers  in  Ohio.  Not  a 
single  new  home  built  in  Ohio  can  be  heated  with  natural  gas.  Not  a  single  new 
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or  expanded  industry  can  qualify  for  new  gas  hookup.  As  state  development 
director  from  1971  to  1975,  I  witnessed  firsthand  what  that  reality  does  to  an 
aggressive  state  economic  development  program.  The  Commission  has  approved 
end-use  curtailment  plans  calling  for  100  percent  curtailment  of  natural  gas 
used  for  boiler  fuel  and  electric  power  generation. 

As  an  Ohio  Public  Utilities  Commissioner,  therefore,  I  am  vitally  interested 
in  any  policy  or  program  at  the  Federal  level  that  would  relieve  the  natural  gas 
supply  shortage  Ohio  is  currently  experiencing  and  will  continue  to  experience 
in  coming  years.  As  a  Public  Utilities  Commissioner.  I  believe  Ohio  gas  utilities 
and  their  suppliers  should  receive  compensation  which  would  cover  all  prudent 
costs  and  provide  a  fair  rate  of  return  on  investments.  And  I  am  realistic  enough 
to  recognize  that  the  cost  of  energy  must  rise. 

But  at  the  same  time,  I  want  to  make  sure  Ohio  utility  consumers  will  not  be 
gouged  by  unfair  price.s — will  not  be  forced  to  subsidize  "windfall  profits"  for  the 
utility  companies. 

Ohio  has  had  to  bear  the  burden  of  skyrocketing  utility  prices  as  icell  as  the 
burden  of  supply  shortages.  I  am  attaching  to  my  testimony  a  letter  from  an 
Ohio  senior  citizen  to  Governor  Rhodes  which  poignantly  summaries  the  burden 
of  rising  utility  prices.  Elsie  Gebhardt  is  84  years  old  and  supports  a  94-year 
old  sister  in  Cincinnati.  In  December  1976,  her  gas  bill  was  $48.04.  For  January 
1977,  her  gas  bill  was  $275.10. 

Her  letter  says,  in  part : 

I  am  84  years  old,  am  retired  and  I  have  a  sister  Amelia  Gebhardt  her  age 
is  94  years  old  and  all  our  lives  we  deprived  ourselves  of  a  lot  just  so  when 
we  got  older  we  could  pay  our  bills  and  now  we  have  to  use  our  savings 
to  pay  bills  to  heat  our  home  .  .  .  and  now  we  heard  they  are  thinking 
about  making  the  gas  higher.  I  am  .sorry  to  bother  you  because  you  are  so 
busy,  but  isn't  there  anything  you  can  do  for  senior  citizens  at  our  ages? 

Elsie  Gebhardt  is  only  one  of  many  Ohio  senior  citizens  who  can't  buy  food 
because  utility  bills  swallow  their  limited  incomes.  I  believe  it  would  be  irrespon- 
sible for  any  of  us  who  serve  the  public  interest  to  act  to  solve  the  supply  crisis 
and  at  the  same  time  create  a  financial  crisis  for  utility  consumers. 

I  believe  the  critical  question  from  the  Ohio  utility  consumers'  prospective  is : 
"Will  deregulation  of  natural  gas  prices  mean  more  gas  at  higher  prices?  Or 
will  it  mean  windfall  utility  profits  and  no  more  gas? 

There  is  no  question  that  any  of  the  current  alternatives  for  pricing  natural 
gas  will  mean  higher  prices  for  consumers.  According  to  the  FEA,  President 
Carter's  pricing  proposal  would  increase  gas  prices  over  the  next  7  years  by 
$131  billion.  Senator  Jackson's  compromise  proposal  would  increase  prices  in  the 
same  period  $151  billion,  while  deregulation  would  increase  them  by  $203  billion. 
Depending  on  whose  estimates  you  use,  the  difference  between  President  Carter's 
plan  and  deregulation,  as  called  for  by  the  Pearson-Bentsen  proposal  would  be 
$500  million  to  $886  million  out  of  the  pockets  of  Ohio  consumers  each  year. 
Deregulation  could  raise  the  average  annual  Ohioan's  gas  hill  as  much  as  120 
percent,  from  the  current  $374  to  a  minimum  of  $658  or  as  much  as  $822  a  year 
Tuider  deregulation.  The  Carter  plan  would  raise  the  average  Ohioan's  gas  bill  to 
about  $558  a  year:  the  .Jackson  proposal  to  $587  average.  "What  are  we  to  tell 
Elsie  Gebhardt,  and  all  other  citizens  in  Ohio  living  on  fixed  incomes? 

The  critical  question  is :  "What  are  these  price  increa.ses  going  to  buy  in  terms 
of  increased  supply?  Many  experts — inchiding  those  who  have  testified  before 
Congress  during  the  course  of  this  long  deregulation  debate — believe  that  de- 
regulation will  not  reverse  the  decline  of  new  supply  production  but  will  only 
slow  the  rate  of  that  decline  for  a  period  of  time.  President  Carter  has  said  that 
the  U.S.  is  producing  less  natural  gas  than  we  did  in  1972,  despite  the  fact  that 
gas  prices  have  risen  500  percent  in  that  same  period. 

In  making  a  decision  on  pricing  policy,  I  think  the  "trade  off"  factor  is  impor- 
tant in  other  words  which  propo.sal  will  produce  the  most  new  gas  at  the  smallest 
increase  in  cost.  Deregulation,  according  to  FEA  estimates,  would  add  400  Bcf  of 
natural  g^s  over  President  Carter's  plan  while  hiking  total  costs  $72  billion 
over  the  President's  plans  increase.  Senator  Jackson's  plan  would  generate  an 
estimated  200  Bcf  more  gas  than  the  Carter  plan  at  a  cost  of  only  $20  billion 
more. 

But,  quite  frankly,  in  Ohio  we  are  finding  it  diflUcult  to  accurately  analyze 
these  kinds  of  price-supply  "trade-offs"  because  we  are  bombarded  with  conflict- 
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ing  and  contradictory  data  on  natural  gas  supply  and  reserves.  The  Ohio  Com- 
mission has  tried  to  get  the  Federal  I'ower  Commission  to  join  with  the  states  to 
independently  develop  supply  data  beginning  in  1975  our  original  recpiest  and 
two  appeals  were  denied  the  absence  of  independent  data  on  natural  gas  sup- 
plies will  continue  to  damage  the  credibility  of  the  energy  industry  and  Govern- 
ment. However,  I  am  hopeful  that  the  new  U.S.  Department  of  Energy  will 
remedy  that  situation. 

But  perhaps  the  most  important  consideration — from  the  consumer's  persi^ec- 
tive — is  to  make  sure  that  any  adopted  natural  gas  pricing  plan  does  not  result 
in  windfall  profits  to  utilities  at  the  exi)ense  of  consumers.  Senator  Bentsen  has 
been  quoted  in  the  press  as  saying  that  the  pro-deregulation  forces  are  "trying 
to  see  the  free  market  system  prevail"  and  want  to  avoid  the  "determination 
that  Washington  can  make  a  better  decision  than  the  market  place."  ^  The 
reality  is  that  the  gas  industry  in  this  country  must  be  regulated  because  a  free 
market  system  just  does  not  exist.  In  view  of  this  fact,  deregulation  would  leave 
the  consumer  unprotected  and  powerless. 

And  the  utility  industry  has  done  little  to  reassure  consumers  that  they  are 
not  in  pursuit  of  windfall  profits  and  that  they  are  speaking  the  truth  about 
natural  gas  supplies.  When  I  testified  before  Congress  on  deregulation  in  Feb- 
ruary of  1976,  I  quoted  an  ad  the  Columbia  Gas  System  was  running  widely  in 
Ohio  newspapers.  The  ad  stated  : 

Do  not  be  lulled  into  a  false  sense  of  security.  The  natural  gas  shortage 
is  very  real.   Columbia  is  working  hard  to  get  additional  supplies  of  gas 
because  we  know   there  is  simply  not  enough  gas  currently  available  to 
meet  all  customer  needs. 
The  ad  continues : 

The  hard  fact  is  the  natural  gas  shortage  can  only  get  worse  unless  Con- 
gress acts  now  [to  deregulate]. 
Those  predictions  appeared  to  come  true  last  winter  in  Ohio.  But  this  summer, 
the  shortage  seems  to  have  evaporated.   Ohioans  are  reading  headlines  like : 
"Gas  Picture  Painted  as  Bright" ;  "Columbia  Says  Ohio  Fuel  Cutbacks  Over"  ; 
"Columbia  All  Set  For  Wintry  Blast." 

These  articles,  which  are  attached  to  my  testimony,  all  refer  to  the  fact  that 
Columbia  Gas  of  Ohio  is  removing  curtailments  to  industrial  and  commercial 
customers  (except  for  boiler  use)  for  the  first  time  since  the  winter  of  1973-74. 
Columbia's  Chairman  of  the  Board  has  also  said  that  the  no  curtailment  iwlicy 
will  hold  even  if  the  winter  of  1977-78  is  colder  than  normal. 

While  Ohio  consumers  suffered  with  high  prices  and  gas  shortages  last  win- 
ter, the  gas  utilities  had  a  record  earnings  year.  Despite  heavy  curtailments, 
Columbia  Gas  of  Ohio  in  1976  achieved  a  30  percent  increase  in  total  revenue 
and  operating  income  over  1975  and  a  60  percent  increase  in  earnings  on  com- 
mon stock.  AVhat  will  Columbia's  profits  picture  be  after  a  winter  of  virtually  no 
curtailments?  For  the  year  ending  March  31,  1977.  Columbia  earned  a  21.4  per- 
cent return  on  common  stock — the  highest  profit  of  any  major  Ohio  utility.  And 
in  1976,  Columbia  of  Ohio'.s  average  return  or  profit  was  31  percent  above  the 
average  for  the  entire  7-state  Columbia  .system.  Ohio  consumers  are  justifiably 
wondering  whether  they  are  putting  excessively  high  dividends  into  the  i)0ckets 
of  utility  stockholders  when  the  average  return  for  the  nonregulated  manu- 
facturing industries  is  about  13.3  percent,  compared  with  Columbia's  "regu- 
lated" 21.4  percent  return  on  common  stock. 

Finally,  the  oil  and  natural  gas  industry  is  continuing  to  spend  tliousands  of 
dollars  (all  passed  along  to  their  customers)  to  lobby  the  U.S.  Congress  for 
deregulation.  The  ads  have  gotten  more  and  more  blatant — but  I  think  the  ulti- 
mate is  this  full-page  ad  from  the  Columbus  Dispatch,  in  wiiich  Mobil  has 
actually  provided  three  prewritten  letters  for  readers  to  cut  out  and  mail  to 
their  Senators  and  Congressmen. 

The  ad  criticizes  the  Carter  energy  plan— including  continued  regulation  of 
gas  prices— ^stating  it  "would  mean  much  higher  energy  costs  to  you  the  con- 
sumer, without  producing  any  more  energy  for  your  money"  and  "would  actu- 
ally erect  new  roadblocks  to  the  production  of  additional  U.S.  energy  supplies." 
Mobil  complains  that  "what  the  country  actually  faces  is  a  shortage  of  deliver- 
able energy:  energy,  you  can  u.se  every  day  to  run  your  car,  keep  your  hou.se 
warm,  and  operate  the  machinery  where  you  work.   This  deUverahUity  crisis 


1  The  New  York  Times,  September  28,  1977,  page  Dll,  column  3. 
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is  largely  fhc  creation  of  those  in  Washington  and  elsewhere  who  throw  up  road- 
blocks whenever  the  energy  industry  tries  to  more  ahead  or  bring  you  greater 
supplies." 

I  find  this  attitude  interesting  in  liglit  of  the  fact  that  the  industry  has  dragged 
its  feet  in  developing  the  cheapest,  easiest  new  source  of  additional  natural 
gas — conservation. 

In  Ohio,  for  example,  40  percent  of  the  energy  used  to  heat  Ohio  homes  is 
wasted  due  to  lack  of  insulation  and  other  conservation  devices.  If  Ohio  gas 
companies  aggressively  moved  on  a  residential  gas  conservation  program :  Ohio 
would  have  151  additional  BCF  of  natural  gas  a  year — or  about  120  percent  of 
last  winter's  shortfall,  and  the  average  Ohio  consumer  would  save  $113  a  year 
on  his  gas  bill. 

On  a  national  scale,  the  capital  investment  required  to  produce  "conservation 
gas"  is  lower  than  outlays  reejuired  to  produce  alternate  energy  soui'ces.  A  con- 
servation gas  program  would  require  a  capital  investment  of  $8.3  billion  by 
utility  systems  compared  with  $7-10  billion  to  produce  an  equivalent  amount 
of  Alaskan  North  Slope  gas,  $11-13  billion  for  13  high  Btu  coal  gasification 
plants  or  a  $17-20  billion  investment  in  39  electric  powerplants — all  to  produce 
the  same  amount  of  new  energy.  And  "conservation  gas"  would  be  the  cheapest 
for  consumers.  In  Ohio,  "conservation  gas"  would  cost  about  $1.19  per  Mcf, 
compared  with  $2.20  for  current  interstate  gas  and  far  below  the  estimates 
that  are  given  for  the  cost  of  deregulated  gas. 

Why  is  the  industry  reluctant  to  tap  this  source  of  additional  gas  supplies? 
Perhaps  because  such  a  program  would  put  the  burden  of  responsibility  for 
conservation  of  a  scarce  resource  on  the  gas  companies — instead  of  on  the  utility 
consumer  or  the  U.S.  Congress. 

In  conclusion,  I  do  not  come  before  this  subcommittee  as  a  strong  proponent 
of  the  theory  and  practice  of  regulation.  But  I  am  faced  with  three  alterna- 
tive regulators  of  the  future  price  of  natural  gas :  the  OPEC  nations,  the  gas 
industry  or  the  Federal  government.  Given  those  alternatives,  I  favor  continued 
Federal  gas  price  regulation  with  realistic  increases  that  will  generate  the  most 
new  gas  supplies  at  the  lowest  cost  to  consumers. 

SUMMAEY 

The  key  question  Ohio  utility  consumers  are  asking  during  the  current  na- 
tural gas  pricing  debate  is :  Will  deregulation  of  natural  gas  prices  mean  more 
gas  at  higher  prices?  Or,  will  it  mean  windfall  gas  industry  profits  and  no  ad- 
ditional gas  supply? 

Ohio  consumers  have  had  to  bear  the  burden  of  skyrocketing  utility  prices 
as  well  as  the  burden  of  gas  supply  shortages.  Consumers  have  reported  that 
gas  bills  doubled  and  tripled  last  winter  over  the  winter  of  1975-76.  Deregu- 
lation as  called,  for  by  the  Pearson-Bentscn  proposal  could  raise  the  average 
Ohioan's  gas  bill  an  additional  120  percent. 

There  is  no  question  that  any  of  the  current  alternatives  for  pricing  natural 
gas  will  mean  higher  prices  for  consumers.  But  what  will  the.se  prices  increase 
buy?  Which  proposal  will  produce  the  most  gas  at  the  .smallest  Increase  in 
cost? 

Deregulation,  according  to  many  energy  experts,  will  have  minimal  impact 
on  increasing  supplies.  On  the  other  hand,  deregulation  will  have  major  im- 
pact on  the  cost  to  consumers.  In  Ohio,  this  impact  is  calculated  to  be  over 
$800  million  per  year.  Senator  Bentsen  of  Texas  has  stated  that  the  pro- 
deregulation  forces  are  "trying  to  see  the  free  market  system  prevail."  From 
my  persi>ective  in  Ohio  a  free  market  system  just  does  not  exist.  For  the  bene- 
fit of  Ohio's  and  our  nation's  consumers,  the  natural  gas  industry  must  con- 
tinue to  be  regulated  by  sound  Federal  policy. 


12 


^-fyfjo  ic^Q 


^<^. 


13 


98-242  O  -  77  -  3 


14 


r4 


a 

UJ 

3 


< 

UJ  ' 

O 

Z 

< 


xl. 


I 


n 


.a   en 

a.  to 
in  >, 

« 

■a 

w  >» 

f" 

c 

•2  5 

"^     CL 

5\ 

S  E 

o 

■a   o 

v5 

s" 

3 

00   y 

i.    03 

J     C 

0-2 

« 

«3"§ 

0) 

> 

fcS 

>T3 

C8    " 

1  °3 

o 

o 

-00    M* 

so 

4)  ■— 

1| 

Q  1 

_  c 

^ 

.3    C 

2 

.21 

r  u 

"3 

u  c 

o 

5u 

G 

n 

15 


r^   - 


o- 
c 

o 


■s  o  a  i-  ci^ 

^  ao  4)  o  —       ~ 


ZO   s  =  «   -J  - 
fs  —  ^  —  in 


;*  ■S  "^r  « 

3    a    O)    3    4j  ^   = 
J    «    S   O    P  —   3 

^  i  «j  I-  — — 

m^     C  U  C9    «■•    O 


16 


/ 


/ 


d 

•a 

s 


a 


-■Si 


17 


MAJOR  GAS  COMPANIES 


Disconnect  Report 
May  9  -  September  50,  1977 


October  4,  1977 


Date 


COMPANY 

No. 
of 

ni  "^rnnnpr-tc; 

Customer 

Reason  for  Disconnect 

:OLUiyiBIA 

Total     26,556 

R 

Non-Fay 

CAST  OHIO 

Total     19,583 

K 

c 

:iNCINNATI  GAS  &  ELEC. 
Total      l-^>3-^8 

R 

Non- Pav 

C/R 

' '    ' ' 

C 

11    ti 

)AYTON  POWER  AND  LIGHT 
Total      6,750 

R 

Xon-Pav 

C 

M         1. 

,'EST  OHIO  GAS 

Total      2,068 

R 

Non - Pav 

)HIO  GAS 

Total        297 

R 

Non -Pav 

Total  to  date    68 ,592 
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Senator  Kexxedy  [continuing].  We  will  now  hear  from  Esther 
i  eterson  and  tlien  we  will  excuse  her  because  she  has  to  testify  at 
another  hearino:  shortly  thereafter.  AVe  did  not  oive  her  very  niuch 
notice  about  this.  We  thought  at  the  end  of  last  week  that  we  were 
losincr  the  human  aspects  of  this  whole  debate  so  we  wanted  to  hear 
about  it  m  human  terms.  Therefore,  we  have  asked  Esther  Peterson 
to  join  us.  Then  we  will  have  some  questions. 

Esther,  we  are  delighted  to  have  you.  ^ye  appreciate  your  coming 
on  short  notice. 

STATEMENT  OF  ESTHER  PETERSON,  SPECIAL  ADVISER  TO  THE 
PRESIDENT  ON  CONSUMER  AFFAIRS 

Ms.  Peterson.  I  appreciate  the  opportunity  to  be  here  today,  even 
on  such  short  notice,  because  I  am  deeply  concerned  about  the  con- 
sumer aspects  of  this  question.  I  commend  what  you  are  doing.  I 
am  happy  to  add  my  voice  to  it.  I  have  a  few  notes  hastily  put  to- 
gether in  this  area.  I  do  want  to  be  with  you  in  very  strong  support  for 
your  actions  and  your  concern. 

I  do  know  this  subject  is  terribly  complicated.  It  is  very  difficult  for 
the  ordinary  consumer  to  really  understand  what  is  going  on.  There 
is  a  feeling  around  the  country,  as  I  talk  with  consumers,  that  they 
do  not  understand  it  but  they  are  fearful;  they  are  frustrated;  they 
are  not  organized  as  the  people  who  are  on  the  other  side  are  organized 
with  a  strong  voice  and  an  ability  to  tell  their  story.  I  am  aware  of 
the  discontent  that  is  there. 

I  have  talked  to  many  consumers,  especially  since  I  was  called 
yesterday  about  doing  this.  I  was  on  a  trip  and  I  talked  to  people  in 
the  airport;  I  talked  to  them  in  the  taxicab;  I  talked  to  them  on  the 
airplane. 

Two  threads  came  through  to  me.  One  was  great  concern  about  cost, 
that  the  end  user  or  the  consumer  is  the  one  who  is  really  going  to  get 
it,  and  the  other  concern,  I  want  to  read,  what  one  person  said  to  me. 
He  was  very  concerned  about  the  incentive.  One  always  has  to  have 
incentive  before  people  will  do  things.  He  said  to  me.  "ijroodness,  isn't 
what  they  are  proposing  really  a  sophisticated  form  of  blackmail?" 
He  said  they  say  they  will  do  it  "if  .  .  ."  Then  he  said,  and  excuse  my 
language,  "Hell,  couldn't  they  do  it  just  because  it  is  right?'' 

I  felt  that  comment  really  touched  an  undercurrent  that  a  lot  of 
people  are  feeling.  There  isn't  an  equality  of  sacrifice  in  what  we  are 
trying  to  do.  I  feel  very  strongly  that  it  is  terribly  important  to  pur- 
sue what  you  have  been  doing. 

Senator  Kennedy.  I  think  the  President  has  made  a  very  courage- 
ous statement  and  has  put  forward  a  bold  progi-am  to  deal  with  this 
particular  issue.  But  it  seems  to  me  that  people  do  not  want  to  be 
asked  to  assume  a  disproportionate  part  of  the  burden  on  this.  Isn't 
that  really  what  you  are  telling  us? 

Ms.  Peterson.  That  is  it  exactly. 

Senator  Kennedy.  The}-  see  the  enormous  escalation  of  their  home 
heating  bill;  yet  they  see  extraordinary,  unconscionable  profit  by  the 
gas  companies.  They  say.  "We  are  prepared  to  do  what  is  right  for 
the  country  l)ut  why  are  we  being  asked  to  make  a  disproportionate 
part  of  the  effort?'' 
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Ms.  Petersox.  You  have  stated  it  much  better  than  I. 

Senator  Kexxedy.  Xo,  I  think  this  is  what  you  indicated. 

Ms.  Petersox'.  That  is  wliat  I  am  trying  to  say. 

It  is  a  disproportionate  sacrifice  that  bothers  them.  There  have  b(-en 
so  many  studies  about  what  it  will  cost  the  consumer. 

Senator  Kexxedy.  How  do  these  people  really  get  heard?  I  think 
Senator  Metzenbaum,  myself,  and  others  have  seen  the  anteroom  off 
the  Senate  floor  just  crowded  with  lobbyists.  They  have  all  the  time 
in  the  world  to  spend  down  here  to  remind  tlie  Members  of  the  Senate 
about  what  it  means  to  vote  against  deregulation.  But  the  people  you 
are  describing,  how  much  time  do  they  have  ?  Have  they  got  families? 
Are  they  trying  to  get  to  work  and  trying  to  look  out  for  their  children 
or  look  after  their  parents  i  How  much  time  do  thev  have  to  pursue 
this? 

Ms.  Petersox'.  Senator,  this  is  exactly  what  they  say  to  me.  They  say, 
"It's  so  good  to  have  somebody  in  our  corner  and  not  Avith  their  hands  in 
our  pockets.''  You  get  this  undercurrent.  This  is  so  true. 

I  think  that  is  one  of  our  problems  today.  The  ordinary  consumer  is 
not  organized.  They  are  frustrated.  They  do  not  have  the  techniques 
that  the  people  in  power  certainly  have.  I  am  impresed  with  the  statistic 
of  how  much  it  will  cost  the  consumer  under  the  deregulation  plan.  On 
the  average  it  does  this.  You  keep  saying  "on  the  average." 

I  can't  help  but  think  of  Bill  Wurtz  wonderful  story  which  I  love. 
He  says  a  man  had  one  foot  in  boiling  water  and  one  foot  in  the  icebox 
and  on  the  average  he  was  comfortable.  The  point  is  what  about  the 
people  that  it  is  hurting,  the  low  income  consumers,  and  the  difficulty 
of  the  fear  of  the  disproportionate  amount  that  the^^  have  to  pay 
and  what  the  inflationary  trigger  that  can  be  on  other  areas.  I  appeal 
to  you  to  pursue  this.  I  do  feel  that  I  speak  for  so  many  of  the  people 
that  are  feeling  keenly  about  what  is  going  on  today  and  are  hoping  the 
decisions  will  be  made  equitably  and  fairly  and  that  we  can  get  on  with 
the  business  of  our  country. 

Senator  Kex'X'edy.  Are  people  really  being  asked  to  make  a  choice 
between  whether  they  are  going  to  have  food  on  their  table,  whether 
they  are  going  to  have  a  house  perhaps  with  a  number  of  children  in  it 
at  a  reasonable  temperature  or  whether  they  are  going  to  be  able  to 
afford  the  medicines  for  their  parents  at  about  $30  to  $35  a  month  that 
senior  citizens  have  to  pay  out? 

As  you  and  I  think  tlie  rest  of  us  understand,  people  are  living 
right  along  that  edge  at  the  present  time.  "What  effectively  we  are  talk- 
ing about  is  doubling  the  cost  of  their  utility  bill.  What  do  you  think  it 
means  just  in  human  terms,  the  choices  that  people  are  going  to  have 
to  make.  "WHiat  does  this  mean  for  choices  of  the  senior  citizens  or 
families? 

Ms.  Petersox'.  In  human  terms  it  is  despair.  It  is  really  despair  when 
you  meet  with  the  people,  because  they  are  not  the  people  who  are  going 
to  picket  and  walk  the  streets.  The  low  income  consumer  is  feeling  it. 
Sometimes  some  come  along  and  say.  "Come  on,  let's  get  o-oing  on  this 
thing,  but  it  IS  a  despair  and  a  frustration.  It  begins  to  be  a  feeling 
almost  that  our  democratic  process  completely  leaves  them  out,  that 
there  is  really  no  one  in  Government  that  cares. 
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I  meet  with  them.  I  talk  with  tlieni.  The  human  side  is  the  fnistiat- 
ing  part  of  niv  jc^b.  How  do  you  bring  that  together  and  reason  with 

it? 

Senator  Metzexbaum.  I  was  impressed  with  that,  statement  you 
made  that  one  of  the  persons  said  to  you  that  they  fee]  this  is  kind  of 
a  Wackmail. 

ISIs,  Petersox.  I  wondered  if  I  should  use  it,  but  it  is  true.  That 
was  what  was  said  to  me. 

Senator  Metzexbaum.  I  share  that  kind  of  concern  because  I  tliink 
part  of  the  issue  is  how  much  is  enough.  AVe  have  gone  from  IT  cents 
to  $1.46  in  just  a  few  years.  The  industry  had  indicated  in  the  past  they 
would  be  satisfied,  just  a  few  years  ago,  at  27  cents.  Then  they  said 
they  would  be  satisfied  with  50  cents.  Then,  as  Senator  Rollings  pointed 
out',  they  were  begging  for  $1.60.  The  President  wants  to  give  them 
$1.75.  There  are  compromises  of  $2.03.  They  are  still  not  satisfied. 
Isn't  there  a  greed  or  avarice  that  is  involved  implicit  in  this  demand 
to  deregulate?  Is  this  the  kind  of  thing  that  you  think  the  people 
understand? 

Ms.  Petersox\  It  is  difficult.  There  is  a  certain  level  that  does  under- 
stand. There  is  no  question  about  that.  It  is  an  increasingly  sophisti- 
cated group  that  does  understand  it.  I  even  picked  up  in  some  of  my 
conversation  a  feeling  that  you  people  had  gone  too  far  in  compromises. 

Senator  ]Metzexbaum.  We  have  gone  too  far  in  compromises,  but  not 
in  filibustering? 

Ms.  Petersox.  I  didn't  say  that.  [Laughter.] 

How  much  do  we  have  to  keep  throwing  to  them?  I  think  that  is  one 
of  those  things  that  those  of  us  who  work  in  the  legislative  process 
understand. 

Senator  Metzexbaum.  I  happen  to  share  their  concern  that  maybe 
we  have  gone  too  far  in  indicating  a  willingness  to  step  to  $2.08. 1  had 
great  misgivings  about  that  very  point.  I  think  they  may  be  more  right 
than  some  of  us  who  indicated  a  willingness  to  compromise. 

Ms.  Petersox.  I  am  not  personally  willing  to  say  because  I  do  not 
feel  that  I  understand  the  figures  well  enough  to  do  that.  On  the  other 
hand,  I  do  think  that  you  should  know  there  is  this  growing  feeling 
that  I  think  we  must  be  aware  of. 

Senator  Kexxedy.  You  have  said  it  all  very  briefly  and  with  great 
feeling.  That  is  why  we  are  all  glad  that  you  are  in  the  position  that 
you  are  representing  consumers.  Consumers  ought  to  feel  that  there 
is  an  important  voice  in  the  administration  representing  them.  We  are 
glad  to  have  you  here.  Esther.  Thank  you  very  much. 

Ms.  Petersox'.  Thank  you. 

Senator  Metzex'baum.  Mr.  Chairman,  I  am  going  to  excuse  myself 
in  order  to  go  back  to  the  floor.  I  have  just  been  given  telegrams  by 
the  bushel-load.  Here  is  a  group  of  them  that  I  would  like  to  put  into 
the  record  if  it  meets  with  your  approval. 

Senator  Kexxedy.  That  is  all  right. 

Senator  JNIetzex^baum.  Thank  you  very  much. 

Senator  Kexxedy.  Thank  you.  Senator. 

Senator  Metzex^baitm.  I  also  want  to  acknowledge  the  presence  of  a 
lady  from  my  State,  Dorothy  Ryan,  who  is  here  representing  senior 
citizens.  She  and  her  husband  over  a  period  of  years  have  been  wonder- 
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ful  exponents  of  their  concern  about  what  is  happcnin<T  to  the  senior 
citizens  of  this  country.  I  am  sorry  I  cannot  stay  to  hear  your  testi- 
mony, Dorothy,  but  I  "think  you  realize  that  I  should  go  back  to  the 
floor. 

Senator  Kexxedy.  Joel  Jacobson,  you  may  proceed  now. 

We  have  only  until  11  o'clock  and  there  are  a  number  of  witnesses, 
so  we  will  print  all  of  these  statements  in  the  record. 

We  have  here  experienced,  skilled,  knowledgeable  people,  and  we 
are  interested  in  the  human  aspects  of  it  from  your  experience  of  what 
this  issue  means  in  terms  of  the  people. 

We  will  now  hear  about  it  from  Mr.  Jacobson  in  terms  of  New 
Jersey.  Mr.  Jacobson,  you  prepared  statement  will  appear  in  the  record 
in  its  entirety. 

STATEMENT  OF  JOEL  JACOBSON,  COMMISSIONER,  PUBLIC  UTILITIES 

COMMISSION  OF  NEW  JERSEY 

Mr.  Jacobsox.  Thank  you.  Senator  Kennedy.  I  will  be  very  brief. 
I  would  like  to  make  three  points,  sir.  The  first  is  that  the  industry's 
assertion  that  higher  prices  will  boost  exploration  is  a  perennial, 
monotonous  ritual.  I  can  cite  from  every  previous  FPC  order  where 
they  have  the  argument  repeated  that  if  you  give  us  the  higher  price 
we  will  go  out  and  continue  to  explore  for  new  resources.  I  will  not 
belabor  it  here  today,  but  I  have  ample  quotations  to  indicate  the  in- 
validity of  that  statement.  The  second  point  I  would  like  to  make  is 
that  the  industry's  assertion  that  the  present  profit  level  provides  in- 
sufficient incentive  is  a  greater  tribute  to  greed  than  it  is  an  honoring 
of  credulity.  I  would  like  to  offer,  Senator,  just  one  set  of  statistics 
which  I  think  may  be  helpful. 

When  the  Federal  Power  Commission  tripled  the  price  of  natural 
gas  in  July  1976.  they  authorized  the  producers  to  enjoy  a  return  of 
17  percent  on  equity.  I  did  a  little  analysis  of  that  figure  alongside  of 
the  Fortune  500  and  other  companies'  returns  on  equity.  I  found  out 
that  the  PFC  has  allowed  a  rate  of  return  to  the  major  gas  and  oil 
producers,  these  struggling  young  companies  like  Exxon  and  Gulf 
and  Mobil,  -16  percent  higher  than  the  Fortune  500  companies.  42  per- 
cent higher  than  commercial  banks,  52  percent  higher  than  the  retail- 
ing industry,  and  73  percent  higher  than  the  return  earned  b}'  regulated 
utilities.  It  is  a  fraud  to  say  that  they  do  not  have  sufficient  incentive 
right  now  to  drill  and  dig  for  new  resources. 

There  is  another  peculiar  economic  fact  that  puzzle  me,  Senator. 
I  have  seen  it  Avith  regard  to  the  two  major  gas  pipelines  that  dis- 
tribute gas  to  Xew  Jersey.  Over  the  years  curtailments  to  our  State 
have  increased  a  hundredfold.  At  the  same  time  return  on  common 
equity  to  these  companies  has  increased  38%  percent.  The  fundamental 
knowledge  that  I  learned  in  economics  I  and  II  was  that  when  sales 
go  down  your  profits  probably  go  down.  Here  is  a  precise  reversal. 
As  their  sales  go  clown,  their  return  is  going  higher.  I  am  puzzled  as 
to  how  this  can  happen. 

The  last  point  I  want  to  offer,  sir,  is  an  analysis  of  some  New  Jer- 
sey statistics  indicating  what  Avould  happen  to  the  average  customer 
under  the  increases  to  be  imposed  by  deregulation.  Figures  are  boring, 
but  I  must  give  them  to  you. 
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In  1972-73  the  base  revenue,  the  increase  in  base  revenue  from 
1972-73  to  1977,  this  current  winter,  went  up  66  percent.  In  other 
words,  the  Public  Utilities  Commission  voted  a  66-percent  increase 
in  base  rates. 

The  raw  materials  adjustment,  the  charge  which  is  automatically 
passed  through  because  of  the  cost  of  natural  gas,  went  up  456  per- 
cent. This  is  the  price  we  are  talking  about  right  now.  If  the  Jackson 
compromise,  which  I  regard  to  be  an 

Senator  Kennedy.  Would  you  explain  that  in  layman's  language? 
You  have  to  help  us  a  little  more.  Give  your  increase  in  rates  and 
how  that  is  reflected,  why  you  get  the  enormous  disparity  and  w^hy  it 
ends  up  at  the  456  percent. 

Economists  would  understand  that  but  we  have  some  people  here, 
including  myself,  who  would  appreciate  it  if  you  can  track  that  and 
what  it  means.  Explain  it,  please. 

Mr.  Jacobson.  We  have  a  peculiar  little  procedure  known  as  the 
raw  materials  adjustment  clause,  that  is,  an  automatic  adjustment 
clause  which  increases  rates  when  the  utility  pays  more  for  its  fuel. 
The  theory  is  that  only  legitimate  costs  pass  through  those  clauses. 
We  go  through  all  sorts  of  elaborate  procedures  to  see  that  that  is 
true.  I  really  do  not  know  if  it  is  true.  Sometimes  I  question  it,  but 
that  is  the  theory.  Between  the  years  of  1972-73  and  1977-78  the  raw 
material  adjustment  clause  for  our  State  increased  456  percent,  and 
the  price  of  natural  gas  has  caused  these  higher  prices  for  the 
consumer. 

Senator,  you  said  something  before  about  what  do  the  citizens  do 
who  do  not  have  the  time  to  lobby.  Where  are  they?  The  unfortunate 
part  is  that  they  are  treating  the  symptoms,  not  the  cause,  by  attack- 
ing Commissions.  Such  as  ours.  We  see  these  citizens  and  they  are 
mad.  Frankly,  I  am  as  mad  as  they  are.  They  are  in  front  of  our 
doorsteps  when  in  effect  they  should  be  treating  the  cause,  coming 
down  here  and  doing  the  work  that  you  and  Senator  Metzenbaum 
are  doing.  There  is  one  final  point  that  I  would  like  to  make. 

Senator  Kennedy.  What  is  your  experience  about  what  those  drama- 
tic increases  in  fuel  bills  mean  to  a  family  in  New  Jersey  ?  You  have 
seen  a  lot;  you  have  heard  a  lot  from  them.  What  does  it  mean  to  them? 

Mr.  Jacobson.  For  the  low  income  group  it  means  sometimes  just 
existing.  We  did  in  Xew  Jersey  what  they  did  in  Ohio.  I  issued  in- 
structions to  every  utility  that  they  were  not  to  discontinue  any  serv- 
ice to  the  ])erson  who  has  a  genuine  inability  to  pay.  We  did  not 
advertise  it,  frankly,  because  we  did  not  want  a  lot  of  people  trying 
to  get  underneath  that.  But  there  was  a  ban  on  discontinuances  last 
winter.  In  March  the  same  thing  happened  in  Xew  Jersey  that  hap- 
pened in  Ohio,*they  started  cutting  people  off. 

Senator,  there  is  one  more  point  I  do  want  to  make. 

Senator  Kennedy.  Are  you  going  to  have  to  do  it  again  this  winter? 

Mr.  Jacobson.  We  are  going  to  do  it  again.  We  are  not  going  to 
let  anybody  freeze  to  death. 

Senator  Kennedy.  Who  ends  up  paying  for  it  ? 

]Mr.  Jacobson.  If  the  utility  loses  money,  they  write  it  off  and  the 
other  consumers  will  pay  it  oft'  in  higher  rates.  It  is  not  that  much.  I 
think  it  is  1  to  3  percent  of  the  total.  It  is  a  relatively  small  amount. 
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Senator  Kexnedy.  Tlie  others  would  pay  for  it? 

Mr.  Jacobson.  Yes,  not  the  stocklioklers  but  the  ratepayers.  That 
is  right. 

Senator  Kexxedy.  The  ratepayers  pay  it. 

Mr.  Jacobsox.  Yes,  sir. 

Senator  Kexxedy.  So  they  are  consumers,  too.  They  would  be  pay- 
ing more. 

Mr.  Jacobsox'.  That  is  absolutely  right. 

Senator  Kexxedy.  Have  you  figured  what  would  happen  as  the 
price  goes  up  ?  What  is  the  number  of  homes  that  will  not  be  able 
to  atford  it  as  the  price  goes  up?  Have  you  done  any  kind  of 
projection  ? 

]\Ir.  Jacobsox.  I  have  not  really  had  time. 

Senator  Kexx^^edy.  What  is  your  sense  about  it.  ]\Ir.  Barnes?  You 
are  professionals  in  this  area.  How  much  of  a  problem  will  it  be? 

Mr.  Barx'es.  It  will  be  tens  of  thousands.  Senator.  I  will  address 
that  very  briefly. 

Senator  Kex'xedy.  OK.  Tell  us  about  it, 

STATEMENT  OF  MICHAEL  D.  BARNES,  COMMISSIONER,  MARYLAND 

PUBLIC  SERVICE  COMMISSION 

Mr,  Barx'es.  I  was  asked  to  address  the  question  of  what  the  im- 
pact of  natural  gas  deregulation  in  Maryland  would  be.  I  will  not 
read  my  statement. 

Senator  Kexx'edy.  The  text  of  your  entire  prepared  statement  will 
be  made  a  part  of  the  record. 

Mr.  Barxes.  My  assessment  is  that  it  would  be  catastrophic  on  a 
large  segment  of  the  population  in  our  State.  Very  briefly,  let  me  just 
give  you  a  sense  of  what  I  mean  by  that.  I  am  referring  to  the  fact 
that  there  are  today  tens  of  thousands  of  families  in  my  State  who 
are  very  literally  struggling  to  pay  the  bills  that  they  now"  receive. 
I  am  not  just  saying  this;  I  know  it  to  be  a  fact  from  my  personal 
experience  attending  public  hearings  in  which  hard-working  citizens, 
frequently  in  tears,  tell  me  their  problems  with  finding  the  resources 
to  heat  their  homes  and  cook  meals  for  their  families. 

If  anybody  here  believes  that  I  am  exaggerating  the  extent  of  this 
situation  or  the  reality  of  the  concern  of  the  people  in  my  State,  I 
invite  you  to  join  me  tonight  in  Eockville  where  I  will  be  presiding  at 
a  hearing  with  respect  to  an  application  of  the  Baltimore  Gas  & 
Electric  Co.  for  a  rate  increase.  Tomorix)w  nigrht  I  will  be  in  Salisbury 
for  a  similar  hearing  regarding  the  Delmarva  Power  Co.  Wednesday 
night  I  will  be  in  Chestertown  over  in  Kent  County  on  the  Eastern 
Shore  for  another  one. 

The  testimony  presented  at  such  hearings  is  dramatic  and  very  stark 
evidence  of  the  fact  that  many  citizens  need  no  further  incentive  to 
reduce  their  consumption  of  energy.  The  price  increases  they  have  al- 
ready experienced  in  recent  years  have  more  than  convinced  them  of 
the  precious  nature  and  value  of  natural  gas.  Along  with  the  large 
segment  of  the  population  who  now  have  difficulty  paying  their  energj^ 
bills,  many  of  whom  have  found  that  their  utility  bills  exceed  their 
mortgage  or  their  rent  payments,  there  are  thousands  who  simply  find 
themselves  unable  to  pay. 


24 

I  a])olof?ize  for  not  havinor  more  current  data  on  short  notice.  Sen- 
ator Kennedy  used  the  fiirnre  in  his  opening  remarks. 

In  1975  in  Maryland  our  largest  gas  distribution  company  was 
forced  to  tei-minate  service  to  more  than  41,000  families  because  of 
nonpayment  of  bills  for  service.  I  believe  that  to  be  a  staggering  and 
a  tragic  figure.  It  may  be  ])erfectly  logical  here  in  Washington  to  sug- 
gest that  the  answer  to  our  Xation's  energy  problems  is  higher  prices 
but  I  can  assure  j'ou 

Senator  Kennedy.  What  happens  to  those  people?  What  happens 
to  them? 

Mr.  Barnes.  You  have  asked  that  of  several  witnesses.  I  have  been 
asking  myself.  What  they  say  when  they  come  before  us  is  that  they 
are  forced  to  share  facilities  with  family  or  with  neighbors.  Obviously 
they  are  living  in  the  dark.  They  have  no  electricity.  One  of  the  really 
scary  things  that  happens  when  people  get  their  natural  gas  cut  olf 
is  that  they  are  tempted  to  use  electricity  to  provide  the  services  that 
natural  gas  previously  provided.  They  will  get  a  hotplate  to  cook  their 
meals  instead  of  the  stove  which  was  fired  by  natural  gas.  I'ltimately, 
they  end  up  in  a  wonse  economic  situation  than  they  would  have  been 
had  they  not  been  cut  otf  and  had  to  pay  the  gas  bill.  It  is  a  lot  more  in- 
efficient use  of  energA^  and  a  lot  more  expensive  to  them  to  heat  their 
home  with  electric  spaceheaters  or  to  cook  meals  with  an  electric  hot- 
plate than  it  is  to  use  the  natural  gas  of  which  they  have  been  deprived 
because  of  a  cutoff. 

If  they  lose  all  utility  services,  which  is  A-ery  frequently  the  case, 
they  are  in  a  posture  where  they  have  to,  if  it  is  wintertime,  move  in 
with  someone  else  who  has  heat  or  I  have  seen  many  cases  in  the 
State  of  ]\Iaryland  where  people  have  told  me — and  I  have  no  reason 
to  doubt  it — that  they  are  huddling  with  their  children  in  one  room 
with  any  means  possible  to  keep  warm.  They  put  all  their  children  to- 
gether and  cover  them  with  a  blanket  to  stay  warm.  It  is  difficult  to 
believe  that  these  peoj^le  will  ever  accept  the  argument  that  the  answer 
to  the  energy  problem  is  higher  prices.  They  are  convinced  that  the 
energy  problem  is  the  high  price. 

We  have  tried  to  institute  lifeline  rates  in  our  State.  Industry  says 
if  you  do  that  we  are  going  to  leave  because  it  is  going  to  mean  higher 
costs  for  us. 

Obviously  the  answer  is  that  if  the  Congress  were  to  institute  life- 
line rates  so  that  these  people  could  get  those  resources,  we  would  not 
place  our  industry  at  a  competitive  disadvantage.  We  urge  Federal  ac- 
tion on  lifeline. 

Mr.  Barnes.  I  would  like  to  make  one  very  brief  comment.  Senator. 

If  there  is  a  legitimate  need  to  provide  an  increased  incentive  for  the 
production  of  natural  gas — and  there  well  may  be — it  does  not  follow 
that  deregulation  is  the  appropriate  governmental  response.  I  would 
argue  that  better  regulation,  regulation  that  can  take  into  account  both 
the  reasonable  requirements  of  the  gas  production  industry  and  the 
ultimate  consumers  of  their  pioduct  is  the  answer.  Effective  regulation 
should  permit  a  fair  return  to  the  producer.  It  can  also  give  the  con- 
sumer at  least  the  hope  that  resources  which  should  be  regarded  as 
public  are  not  being  exploited  for  the  profit  of  the  few  at  the  expense 
of  the  rest  of  us. 
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Senator  Kexxedy.  You  are  abgohitely  riofbt.  The  bill  tbat  came  out 
of  tbe  committee  ])roviclecl  tbe  commission  wbicb  was  bein<r  established 
the  opportunity  to  permit  an  increased  price  for  oas  that  would  be 
hiolily  costly  to  produce.  If  the  g:as  company  were  able  to  show  that 
it  was  needed,  they  would  be  able  to  <T:et  the  hi<rher  price  for  it.  How- 
ever, to  do  this  across  the  board,  dereofulation  with  the  detinition  they 
have  in  the  bill,  is  hiohway  robbery,  absolutely  hiohway  robbery. 

]Mr.  Barxes.  You  said  earlier.  Senator,  that  no  bill  may  be  better 
than  a  bad  bill.  This  is  a  case  where  that  is  absolutely  true.  Senator 
Metzenbaum  indicated  some  concern  about  going  to  $2.03.  That  may 
be  much  higher  than  the  industry  needs.  It  ma.y  well  be  that  effective 
regulation  can  permit  the  industry  to  earn  reasonable  rates  of  return 
wdiile  holding  the  price  well  below  the  $2.03  price. 

Senator  Kexxedy.  Exactly. 

Thank  you  very  much.  It  has  been  very  helpful. 

[The  prepared  statement  of  Michael  Barnes  follows:] 

Prepared  Statement  of  Commissioner  Michael  D.  Barnes 

My  name  is  Michael  D.  Barnes,  I  am  a  member  of  the  Public  Service  Commis- 
sion of  Maryland,  and  I  am  vice  chairman  of  the  Washington  Metropolitan  Area 
Transit  Commission.  I  also  serve  as  a  member  of  the  Committee  on  Congressional 
Legislation  of  the  National  Association  of  Regulatory  Utility  Commissioners.  I 
am  here  today,  however,  in  my  capacity  as  a  private  citizen,  and  the  views  that 
I  express  should  not  be  construed  to  reflect  official  opinions  of  either  the  State 
of  Maryland  or  the  organizations  fo  which  I  am  a  member. 

The  Public  Service  Commission  in  Maryland  is  charged  by  statute  with  the 
regulation  of  approximately  700  public  serA^ices  companies.  Included  in  that 
number  are  eleven  natural  gas  distribution  companies,  the  largest  of  which  are 
the  Baltimore  Gas  and  Electric  Company  and  the  Washington  Gas  Light  Com- 
pany, which  also  .serves  the  District  of  Columbia  and  portions  of  Northern 
Virginia. 

It  is  the  responsibility  of  the  Public  Service  Commission  to  provide  regula- 
tions for  the  operations  of  natural  gas  distribution  companies  in  our  state.  It  is 
also  our  responsibility  to  establish  rates  and  tariffs  for  the  retail  sale  of  natural 
gas.  In  establishing  such  rates,  the  Commission  is  required  by  law  to  determine 
that  the  rates  will  permit  the  companies  to  earn  just  and  reasonable  rates  of  re- 
turn upon  their  investment  in  utility  plant  that  is  used  or  useful  in  providing 
service  to  the  public. 

I  regret  that  I  have  had  extremely  short  notice  in  the  preparation  of  this 
testimony.  I  learned  of  this  hearing  only  yesterday  afternoon.  Nonetheless,  I  am 
pleased  to  be  here  today  to  give  you  my  iierspective  on  the  issue  of  natural  gas 
deregulation  and  its  inevitable  impact  upon  the  people  of  my  home  state  of 
Maryland. 

I  believe  that  impact  would  be  severe.  Studies  that  I  believe  to  be  altogether 
reasonable  indicate  that  the  annual  increase  in  cost  to  con.sumers  in  Maryland 
as  a  result  of  deregulation  of  natural  gas  production  would  be  in  the  range  of 
$200  to  $225  million  each  year  between  1978  and  1985.  In  a  small  state  such  as 
Maryland,  with  approximately  4  million  residents,  the  economic  impact  of  price 
increases  of  this  pi'oportion  for  necessary  srevices  will  be  .significant;  and  for 
some  industries  or  segments  of  the  population  it  will  be  catastrophic. 

If  I  may,  let  me  just  very  briefly  give  you  a  sense  of  what  I  mean  when  I  say 
it  will  be  catastrophic.  I  am  referring  to  tlie  fact  that  there  are  tens  of  thousands 
of  families  in  my  state  who  are  very  literally  struggling  to  pay  the  utility  bills 
that  they  now  receive.  I  am  not  merely  stating-  this  today.  I  know  it  to  be  a  fact 
from  my  constant  personal  experience  attending  public  hearings  at  which  honest, 
hard-working  citizens,  sometimes  in  tears,  tell  me  their  problems  with  finding 
the  resources  to  heat  their  homes  and  cook  the  meals  for  their  families.  If  any- 
one believes  that  I  am  in  any  way  exaggerating  the  extent  of  this  situation  or 
the  reality  of  their  concern,  I  invite  him  to  join  me  tonight  in  Rockville  where  I 
will  be  presiding  at  a  hearing  with  respect  to  the  application  of  the  Baltimore 
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Gas  and  Electric  Company  for  a  rate  increase.  Tomorrow  night  I  will  be  in  Salis- 
bury for  a  similar  hearing:  regarding  the  Delmarva  Power  Company,  and 
Wednesday  night  I  will  be  in  Chestertown  in  Kent  County  for  another. 

The  testimony  presented  at  such  hearings  is  dramatic  and  stark  evidence  of 
the.  fact  that  many  citizens  need  no  further  incentive  to  reduce  their  consump- 
tion of  energy.  The  price  increases  that  they  have  experienced  in  recent  years 
have  more  than  convinced  them  of  the  precious  nature  and  value  of  natural 
gas. 

Along  with  the  large  .segment  of  the  population  who  have  difficulty  paying  en- 
ergy bills — many  of  whom  have  found  that  their  utility  bills  now  exceed  their 
mortgage  or  rent — there  are  thousands  who  simply  find  themselves  unable  to  pay 
them.  I  apologize  for  not  having  more  current  data ;  but  on  this  short  notice  I 
can  at  least  offer  the  following  statistic  that  I  believe  tells  the  story  of  the  en- 
ergy crisis  as  it  affects  Maryland  today — before  deregulation — far  more  forcibly 
than  anything  else  I  might  say :  In  1975,  our  state's  largest  gas  distribution  com- 
pany was  forced  to  terminate  service  to  more  than  41,000  families  because  of 
nonpayment  of  bills  for  service.  I  believe  that  to  be  a  staggering  and  a  tragic 
figure. 

'W'liile  it  may  be  perfectly  logical  here  in  Wa.shington  to  suggest  that  the 
answer  to  our  nation's  energy  problems  is  higher  prices,  I  can  assure  you  that, 
in  Maryland,  most  people  will  tell  you  that  the  problem  with  energy  is  the  high 
prices.  When  they  hear  that  someone  is  attempting  to  resolve  the  "energy  crisis," 
they  believe  that  someone  is  trying  to  lower  the  very  high  prices  that  they  are 
now  paying  for  necessities  of  life. 

The  retail  natural  gas  customer  is,  essentially,  a  captive  of  the  service  that  he 
or  she  now  has.  The  alternatives  that  are  available  are  not  reasonable,  either 
economically  or  technically,  to  the  typical  gas  customer.  Thus,  the  impact  of  price 
increases  is  felt  to  a  large  degree  by  persons  who  have  no  choice  with  respect  to 
utility  services  and  who  may  very  well  already  have  taken  all  possible  steps 
to  conserve  energy. 

I  would  also  note  from  the  i>erhaps  parochial  viewpoint  of  a  state  utility  regu- 
lator that  we  are  very  much  in  the  position  of  riibberstanips  of  whatever  decision 
is  made  here  resardiiig  energy  pricing.  The  distril)ution  services  that  arv>  sub- 
ject to  state  regulation  are  almost  totally  at  the  mercy  of  the  price  of  the  unit  of 
energy  when  it  crosses  the  border  and  enters  the  individual  state.  If  interstate 
transportation  and  intrastate  distribution  are  regulated,  but  production  is  not. 
it  may  in  many  instances  be  that  regulation  is  a  mere  sham. 

If  there  is  a  legi.slative  need  to  provide  increased  incentive  to  the  production  of 
natural  gas,  it  does  not  follow  that  deregulation  is  the  ai>i)ropriate  governmental 
response.  I  would  argue  that  hrttcr  regulation — regulation  that  takes  into  ac- 
count both  the  reasonable  requirements  of  the  gas  production  indTistry  and  the 
ultimate  consumers  of  their  product — is  the  answer.  Effective  regulation  should 
permit  a  fair  return  to  the  producer,  and  it  can  also  give  the  consumer  at  least 
the  hope  that  resources  which  should  be  regarded  as  public  are  not  being  ex- 
ploited for  the  profit  of  the  few  at  the  expense  of  the  many. 


Senator  Kennedy  [continiiino;].  Mr.  Nader,  we  want  to  welcome 
yon  ag:ain  to  the  snbcomiiiittee.  and  we  look  to  your  tostimony. 

STATEMENT  OF  EALPH  NADER 

Mr.  Nader.  Thank  3'on,  Mr.  Chairman. 

I  first  would  like  to  commend  the  Senators  who  liave  been  leading 
this  struo-crle  on  the  Senate  floor  hour  after  hour  to  try  to  block  tlio  full 
dereo-ulation  effort  of  the  oil  and  iras  industry.  It  is  not  often  that  a  fili- 
biister  is  used  on  behalf  of  consumer  protection.  It  is  nice  to  see  the 
way  Jim  Allen  is  reactinof  to  all  of  this. 

Senator  Kexxedy.  I  hope  he  is  not  learnino-  too  many  new  ti'icks 
[Laughter]. 
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Mr.  Xadkr.  Very  briefly,  I  would  like  to  >ay  that  the  dere<iiilation  of 
natunil  <^as  will,  as  envisioned,  impose  hundreds  of  dollars  of  extra 
costs  on  each  American  family  who  uses  natural  o:as  for  their  homes 
without  any  assurance  that  there  will  be  competition  in  the  market- 
place for  natural  ijas  to  reduce  the  price.  Historically  cost-based  re^i- 
lation  of  natural  gas  was  based  on  a  monoj)oly  history  in  the  natural 
gas  industry  from  the  wells  where  there  was  inadequate  competition  to 
the  pipelines  where  there  are  clear  monopolies  and  to  the  gas  distribu- 
tion companies. 

XoAv  the  oil  and  gas  industry  wants  to  push  through  the  Senate  a 
deregidation  proposal  which  does  not  have  as  an  accessory  either  a 
divestiture  proposal  or  any  system  to  make  the  natural  gas  industry 
compete  against  itself  in  order  to  keep  market  prices  lower. 

So  we  iiave  a  serious  ])roblem  here  in  furthering  the  monopoly 
status  of  the  industry,  Avhich  raises  prices,  of  course,  to  the  American 
people,  and  the  elimination  of  cost-based  regulation.  I  think  this  must 
be  one  of  the  few  times  in  corporate  history  where  an  industry  such 
as  the  oil  and  gas  industry  is  pushing  the  Congress  to  give  it  a  cartel 
price  for  natural  gas  as  well  as  a  double  subsidy.  Subsidy  Xo.  1  will 
come  in  the  form  of  the  diversion  of  oil  taxed  to  subsidize  the  oil  and 
gas  industry  is  allegedly  securing  new  sources  of  fuels.  Subsidy  Xo. 
2  will  come  in  the  form  of  more  bills  through  Congress  to  pay  the 
energy  costs  of  poor  people. 

You  might  remember  that  only  a  few  months  ago  the  Congress 
passed  legislation  providing  $200"  million  through  CSA  to  pay  poor 
people  who  could  not  pay  their  Avinter  energy  bills.  Will  this  continue 
as  the  price  of  natural  gas  skyrockets?  More  American  families  will 
not  be  able  to  pay  the  bill.  The  industry  will  go  to  Congress  under 
the  guise  of  a  poverty-relief  program  and  get  a  subsidy  through  Con- 
gress to  help  pay  these  energy  bills. 

So  you  have  on  the  one  hand  the  demand  by  the  oil  and  gas  industry 
for  a  monopoly  price.  On  the  other  hand,  you  have  a  setup  where 
double  subsidy  will  further  enhance  their  sAvollen  profits. 

It  has  been  said  that  greed  in  modest  proportions  tends  to  shock 
while  greed  in  gigantic  proportions  tends  to  anesthetize.  This  is  clearly 
the  lesson  that  the  oil  and  gas  industiy  has  learned.  They  are  not  inter- 
ested any  more  in  asking  for  5-,  10-,  15-,  20-,  or  25-percent  increases  in 
price  of  natural  gas.  They  are  going  for  geometry.  They  are  going  for 
a  level  that  is  utterly  shocking  in  the  context  of  just  a  year  or  two  ago. 
I  would  like  to  just  give  you  an  illustration.  Under  the  Carter  propo- 
sal of  providing  a  ceiling  of  $1.75  for  new  natural  gas,  that  will  give 
the  oil  and  gas  industry  a  5-fold  increase  in  nautral  gas  compared  to 
the  price  that  was  prevailing  in  1973.  That  is  a  higher  increase  than 
the  OPEC  price  increase  for  world  oil  in  terms  of  multiples. 

Indeed,  the  difference  alone  between  the  $1.75  Carter  ceiling  price 
and  the  $2.03  Jackson  alternative  is  about  equal  to  what  natural  gas 
cost  at  its  ceiling  price  set  by  the  Federal  Power  Commission  in  1973. 
In  1973  the  ceiling  price  was  29  cents  per  thousand  cubic  feet.  The  Car- 
ter provision  will  make  it  $1.75  per  thousand  cubic  feet.  The  Jackson 
alternative  will  make  it  $2.03.  Those  are  the  kinds  of  enoromous  in- 
creases that  will  burden  further  the  cost  of  living  for  millions  of 
American  consumers. 
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The  Justice  Department  informed  us  earlier  this  year.  Mr.  Chair- 
man, that  they  were  investigatino:  the  possibility  of  collusion  in  intra- 
state gas  sales  area.  To  our  knowledge  it  is  still  underway.  Perhaps  the 
subcommittee  Avould  want  to  inquire  as  to  its  status. 

Senator  Kexxedy.  What  companies  are  involved"  in  that?  Do  you 
know  ? 

Mr.  Nader.  In  that  inquiry  ? 

Senator  Kennedy.  Yes. 

Mr.  Xader.  The  major  companies  that  sell  in  Texas  and  Louisiana. 
They  will  not  say  specifically  what  companies  are  involved. 

Senator  Kexxedy.  Coastal  States  Gras  Corp.  is  one  of  them;  isn't 
that  correct  ? 

Mr.  Xader.  Probably,  yes. 

Senator  Kexxedy.  That  sells  to  La  Vaca,  which  also  sells  to  Crystal 
City,  Tex.,  or  used  to  until  they  stopped  selling  to  the  city  in  recent 
times.  There  are  a  lot  of  strange  lines  that  lead  out  from  some  of  these 
gas  companies.  It  is  interesting  to  follow  some  of  them. 

Mr.  Nader.  What  is  clear  is  that  the  oil  and  gas  industry  in  this 
country  wants  to  establish  a  price  for  natural  gas  that  is  equivalent  to 
the  OPEC  world  oil  price.  That  is  almost  openly  admitted  now  by  the 
oil  and  gas  industry.  The}'  in  effect  are  saying  to  the  American  people, 
"We  don't  want  your  Government  to  regulate  natural  gas  and  try  to 
give  the  gas  industry  an  exorbitant  rate  of  return ;  we  want  the  OPEC 
cartel  ceiling  price  to  be  the  limit  for  natural  gas  price  in  this  country." 

The  issue  here  is  not  whether  the  gas  inclustrv  is  going  to  be  able  to 
make  a  fair  rate  of  return  on  its  investment.  It  has  made  a  very  fair 
rate  of  return  over  the  past  25  years  on  its  investment  under  the  Fed- 
eral Power  Commission's  cost-based  regulation.  Apparently  the  issue 
before  the  Senate  is  Avhether  tlie  L^.S.  Government  is  going  to  set  the 
price  for  natural  gas  or  whether  the  OPEC  cartel  in  conjunction  with 
the  Exxon-Texaco-Mobil-Shell  cartel  will  set  the  price  for  natural  gas. 
I  think  millions  of  American  consumers  would  rather  put  their  faith 
in  the  L^.S.  Government  setting  the  price  for  domestic  natural  gas  than 
the  parallel  cartel  pattern  of  OPEC  and  Exxon. 

Over  and  over  again  in  the  past  few  years  reports  from  the  Library 
of  Congress  and  from  congressional  inquiries  have  shown  that  the 
gas  industries  have  withheld  gas  from  the  market  because  they  believed 
that  they  would  get  a  higher  price  shortly  thereafter  with  deregula- 
tion. Even  the  Federal  Power  Commission,  not  known  for  its  rigorous 
investigation  of  the  gas  industry,  has  charged  that  a  company  such  as 
Texaco  Mas  burning  natural  gas  without  its  approval  at  its  installa- 
tions in  Texas,  enough  natural  gas  to  heat  523,000  homes. 

What  all  this  boils  down  to  is  that  in  the  next  48  hours  or  so  the  U.S. 
Senate  will  have  to  decide  whether  consumers  are  going  to  pay 
hundreds  of  dollars  more  for  their  natural  gas  bills  or  whether  they 
are  going  to  be  modestly  protected  in  a  way  that  still  will,  unfor- 
tunately, result  in  their  gas  bills  going  up. 

We  need  to  get  specific  here.  If  the  oil  industry  succeeds  in  de- 
regulating the  price  of  natural  gas  and  pushing  up  to  the  world's  cartel 
ceiling  level,  people  in  St.  Louis  will  have  their  gas  bills  doubled; 
people  in  Baltimore  will  have  their  gas  bills  doubled;  people  in  Cin- 
cinnati will  have  their  gas  bills  almost  doubled ;  and  the  same  is  true  in 
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Boston,  Jacksonville,  and  ai'oiind  the  country.  I  think  that  it  is  most 
important  not  only  for  the  dercffulation  proposal  of  the  oil  industry 
to  be  defeated  but  for  no  bill  to  pass  whatsoever — keeping  the  status 
quo  under  cost-based  regulation  of  the  Federal  Power  Commission  and 
its  successor  agency  and  proding  the  Justice  Department  to  move 
rigorously  under  the  antitrust  laws  to  make  sure  that  the  intrastate 
diversions  are  not  facilitated  by  violations  of  those  antimonopoly  laws. 

President  Roosevelt,  in  another  context,  reacting  to  a  demand  for 
corporate  subsidy  by  an  industry,  said  that  this  industry  was  not 
needy ;  it  was  greedy. 

Somehow  the  Senators  who  are  trying  to  hold  back  the  waters  of 
monopoly  pricing  in  the  next  few  days  Avill  have  to  redouble  their 
efforts  to  communicate  to  the  American  people,  who  are  going  to  pay 
these  vast  increases  in  natural  gas  prices  every  month,  to  roll  up  their 
citizens'  sleeves  and  comnnmicate  to  the  Congress  in  unmistakable 
terms  that  they  have  had  enough  rises  in  the  price  of  natural  gas  and 
they  want  the  Senators  to  defend  them,  instead  of  defending  the  bil- 
lionaire oil  and  gas  companies  who  are  quite  prepared  to  take  care  of 
themselves. 

Thank  3'ou,  Mr.  Chairman. 

Senator  Kexxedy.  Thank  you  very  much,  Mr.  Xader. 

There  are  so  many  different  parts  of  the  debate,  as  you  well  know. 
Those  who  want  deregulation  are  always  talking  about  competition. 
"When  you  talk  about  trying  to  make  the  industry  more  competitive, 
they  are  the  first  ones  to  say,  "Oh,  no,  we  can't  do  that.  We  can't  afford 
that." 

It  has  been  one  of  the  most  heavily  subsidized  industries.  I  think  the 
American  people  forget  that.  That  the  industry  is  all  for  regulation 
when  it  is  helping  them  as  in  the  Connally  Hot  Oil  Act,  the  enormous 
advantages  that  they  have  had  with  the  tax  laws  with  depletion  and  in- 
tangible drilling  costs,  the  oil  import  program  that  precluded  consum- 
ing i^arts  of  this  country  from  getting  less  expensive  oil  in  the  interna- 
tional market.  It  built  up  the  barriers  then  so  that  they  had  to  buy  the 
more  expensive  oil  and  gas,  which  subsidized  the  industry  here.  Xow 
that  the  OPEC  monopoly  price  is  above  the  controlled  price  for  some 
of  our  oil,  the  industry  is  pulling  out  those  old  chestnuts  about  free 
competition,  which  has  nothing  really  to  do  with  tlie  matter.  I  know 
you  understand  that  well,  as  do  we  here. 

Thank  you  very  much  for  your  testimony.  I  would  like  to  go  on 
further  but  we  have  some  other  witnesses  here  and  we  have  a  time 
problem. 

Mr.  Nader.  Thank  you,  Mr.  Chairman. 

Senator  Kennedy.  Thank  you  very  much. 

[Additional  material  furnished  by  Ralph  Nader  follows:] 
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The  Honorable  Griffin  Bell 

Attorney  General  of  the  United  States 

Justice  Department 

11th  and  Pennsylvania  Avenue,  N.\^. 

Washington,  D.C. 

Dear  Attorney  Geiieral  : 

v.'g  have  all  heard  that  there  exists  a  serious  natural  gas 
shortage,  but  no  one  in  the  federal  government  seems  able  to  say 
why.   Other  tlnan  the.  severity  of  an  unexpectedly  cold  winter,  there 
are  two  possible  causes.   The  integrated,  inter-energy  natural  gas 
firms  claim  that  federal  wellliead  rate  regulation  has  kept  the  price 
down,  and  with  it  their  incentive  to  market  natural  gas  interstate. 
Critics  claim  that  natural  gas  companies  are  withholding  available 
supplies  in  order  to  increase  the  pressure  for  deregulation  and 
liarvest  the  consequently  higher  prices.   If  such  withholding  were 
done  by  each 'firm  separately  and  independently,  tlie  companies  could 
be  accused  of  avarice  (and  perhaps  violation  of  the  federal  leasing 
laws),  but  not  an  antitrust  violation.   But  if  any  withholding  were 
iointly  agreed  on--either  due  to  specific  agreement  (United  States 
V.  Socony  Vacuum,  310  U.S.  150  (1940))  or  indirect  consensus  (see 
Interstate  Circuit,  Inc.  v.  United  States,  306  U.S.  208  (1939), 
Federal  Trade  Coru-aission  v.  Cement  Institute,  333  U.S.  683  (1948))  — 
a  violation  of  Section  One  of  the  Sherman  Act  would  be  clear. 

The  alleged  natural  gas  shortage,  therefore,  does  not  compel 
the  conclusion  tliat  an  antitrust  conspiracy  has  occurred.   It  does, 
however,  permit  such  a  conclusion.   Only  a  Justice  Department  in- 
vestigation can  determine  whether  or  not  natural  gas  firms  are  en- 
gaged in  an  antitrust  conspiracy  to  restrain  trade  in  order  to 
boost  price.   In  instances  where  there  is  a  victim  (here,  society 
short  of  gas)  and  the  suspicion  of  foul  play  (an  antitrust  conspiracy) 
police  investigations  look  for  a)  motive,  b)  opportunity,  c)  means 
and  d)  circumstantial  evidence  to  make  out  a  case.   Based  on  such 
an  analysis,  it  is  our  view  that  sufficient  evidence  of  antitrust 
wrongdoing  exists  to  justify  a  detailed  investigation  by  the  Anti- 
trust Division: 

A.  1 10TIVC--Matural  gas  producers  who  sell  in  the  interstate 
market  today  receive  prices  which  reflect  rates  established  by  the 
Federal  Power  Commission  at  the  time  contracts  were  signed.   These 
contract  prices  vary  from  $.20/mcf  for  gas  sold  under  old  contracts 
to  $1.44/mcf  for  gas  sold  under  the  rate  for  "new"  gas  set  by  the 
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rPC  in  1976;  the  average  price  O'   nterstato  sales  today  is  about 
S.50/mcf.   If  the  cjas  producers  ;  ;  ■:Gntly  selling  in  the  regulated 
interstate  market  could  eliminat'   ■■deral  regulation,  they  could 
sell  their  gas  at  the  price  equivalent  of  substitute  oil  products, 
which  would  be  $2.90/mcf  at  today's  OPEC-inf lucnced  price  of  $.42/ 
gallon  of  middle  distillate  oil.   If  the  eleven  trillion  cubic  feet' 
of  gas  presently  sold  annually  under  regulated  prices  were  immediately 
deregulated  and  allowed  to  sell  for  $2.90/mcf  rather  than  the  current 
average  price  of  $.50/mcf,  the  gas  producers  would  receive  over  $26 
billion  more  income  annually  for  the  same  sales.   Even  the  proposals 
to  phase  in  deregulation  gradually  mean  immediate  gains  of  billions 
of  dollars  per  year  and  merely  postpone  tlie  larger  benefits  of  total 
deregula  tion . 

There  is  also  the  effect  of  deregulation  on  the  prices  of  pre- 
sently unregulated  sales  of  gas  in  intrastate  markets.   If  deregu- 
lation occurs  on  J;he  interstate  market,  gas  liungry  customers  in  the 
major  consuming  states  will  bid  up  the  price  of  gas  presently  sold 
only  on  the  intrastate  markets  to  the  price  equivalent  of  oil  fuel 
substitutes,  the  S2.90/mcf  described  above.   Tlie  average  price  of 
intrastate  gas  varies  from  state  to  state  and  exact  statistics  are 
unavailable,  but  gas  sales  at  prices  up  to  $2.00/mcf  are  pulling 
the  average  price  upward  rapidly  toward  tlie  $1.50  mark.   If  the 
nine  trillion  cubic  feet  of  gas  sold  annually  in  intrastate  markets 
were  to  rise  in  price  from  an  average  of  S1.50/mcf  to  $2.90/mcf, 
gas  producers  would  receive  S13  billion  more  income  for  the  same 
sales . 

The  withholding  of  natural  gas,  therefore,  could  ultimately 
produce  a  $39  billion  annual  return  to  natural  gas  firms — which  can 
be  a  sufficient  motive  for  lawbreaking  by  those  businesspersons 
who  can  resist  anything  except  temptation. 

B.  OPPORTUiUTY--In  theory,  there  are  three  forces  that  could  pre- 
vent gas  producers  from  illegally  withholding  supply:  government  regu- 
lation, opportunity  costs,  and  competition.   In  practice,  all  three 
are  too  weak  to  present  a  barrier  to  withholding  of  gas. 

Government  regulation.   The  Department  of  Interior  has  refused 
to  use  the  leasing  system  for  gas  production  on  federal  lands  to 
require  expedited  production.   The  Federal  Power  Commission  has  re- 
fused to  require  gas  producers  to  deliver  gas  in  the  quantities  they 
have  contracted  with  pipelines  to  deliver. 

Opportunity  costs.   A  study  by  the  Library  of  Congress  calcu- 
lates that  gas  producers  could  profitably  withhold  supply  in  anti- 
cipation of  deregulation  for  up  to  five  years  after  developing  a 
gas  property,  even  if  the  regulated  price  increased  at  a  rate  of 
30  percent  per  year. 

Competi  tion .   Classical  economic  theory  presumes  that  even  if 
opportunity  costs  permit  one  gas  producer  to  withhold  production, 
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competing  producers  would  step  in  ' -^  enlarge  their  market  shares 
by  serving  tine  first  producer's  '■   itisfied  pipeline  customer. 
This  predicted  behavior,  hov;evei:,   '  csumes  that  the  gas  industry 
is  competitive.   Otherwise,  produ'  :;s  could  withhold  supply  without 
fear  of  losing  their  market  share. 

It  violates  common  sense  and  standard  economic  theory  to  argue 
that  the  natural  gas  industry  is  competitive--thc  large  number  of 
firms  in  the  industry  notwithstanding.   For  purported  competitors 
have  developed  a  web  of  partnerships  (known  euphemistically  as  "joint 
ventures")  v.-hicli  inspire  cooperation  rather  than  competition.   The 
major  oil  and  gas  producers  have  extensive  partnerships  with  each 
other  and  with  smaller  companies  in  lease  bidding,  exploration,  de- 
velopment, .production,  and  pipelines.   (Sec,  e.g..  The  Structure  of 
the  U.S.  Petroleum' Industry ,  Committee  on  Interior  and  Insular  Affairs, 
U.S.  Senate  (19  76)  ;  Energy  Industry  Investigation,  Part  l--Joint 
Ventures ,  Committee  on  the  Judiciary,  U.S.  House  of  Representatives 
(1976))  .   In  addition  to  overt  partnersliips ,  the  boards  of  directors 
of  the  energy  companies  interlock  indirectly,  but  e:-:tensively , 
through  the  intermediary  boards  of  directors  of  major  banks  and  other 
ncn-energy  corporations.   (See,  Keeler  and  Fritsch,  A  Citizen's  Oil 
Factbook,  Center  for  Science  in  the  Public  Interest  (1975)). 

Given  FPC's  and  Interior's  unwillingness  to  compel  production 
and  delivery  of  gas  and  the  anticompetitive  structure  of  this  indus- 
try, the  opportunity  to  withhold  natural  gas  seems  clear. 

C.  MEAi"']S--The  uniquely  anticompetitive  partnership  arrangements 
in  the  oil  and  gas  industry  not  only  remove  the  threat  of  competi- 
tive disadvantage  that  might  discourage  withholding,  they  also  pro- 
vide multiple  means  for  illegal  collusive  withholding  of  gas  supplies. 
When  partners  make  joint  decisions' on  lease  bidding,  exploration, 
development  rates,  production  rates,  and  pipeline  construction  sched- 
ules,  they  can  easily  choose  to  delay  delivery  of  gas  to  the  market 
under  the  guise  of  ordinary  business  decisions.   For  the  more  sophis- 
ticated conspirators,  there  is  a  "phases  of  the  moon"  device  (see 

the  electrical  macliinery  bid-rigging  of  the  early  1960s) ,  and  for 
the  less  sophisticated,  there  is  always  the  telephone. 

D.  CIRCUf-:STAi-JTIAL  EVIDENCE  —  Rather  than  listing  the  large  body 
of  evidence  already  in  the  public  domain,  v.'e  are  attaching  the  rele- 
vant section  of  tlie  report  of  Chairman  John  Moss'  Ifouse  Subcommittee 
on  Oversight  and  Investigations  ("Questions  r^nd  Answers  About  The 
Nature  And  Cause  Of  The  Natural  Gas  Shortage,"  pp.  3-13) .   It  demon- 
strates, in  our  view,  a  level  of  suspicious  activity  that  justifies 
a  thorough  study. 

Taken  together,  there  is  sufficient  motive,  opportunity,  means, 
and  circumstantial  evidence  to  estalDlish  the  possibility  of  a  signif- 
icant  antitrust  violation,  and  hence  to  invoke  a  Justice  Department 
investigation,  focusing  primarily  on  the  probability  of  anticompetitive 
collusion  inherent  in  the  web  of  partnerships  among  ostensible  competi- 
tors in  the  gas  industry.   An  antitrust  investigation  is  in  no  way 
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precluded  by  the  Interior  Depari.i   ■ '.  '  s  inves  ticja  tion  of  possible 
violations  of  its  leasing  regul;)'   iis,  any  more  than  treating  a 
symptom  of  an  illness  precludes  ■  I'orts  to  identify  andattack  the 
underlying  disease.   Moreover,  1:\l:    fact  that  the  political  power 
of  the  energy  industry  has  preserved  these  partnerships  from  anti- 
trust, actions  in  the  past  does  not  disprove  their  anticompetitive 
consequences.   Charges  and  public  suspicion  v/ill  continue  until 
the  Justice  Department  officially  establishes  the  true  facts  of 
the  situation. 


Sincerely  yours, 
Ralph  Hader_ 
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A$$l$T**«r  ATTOHNtV  CENtRAL 
A»4TITHUST  uivi$ior4 


Mr.  Ralph  Nader 
Mr.  Mark  Green 
Mr.  Garry  DeLoss 
Corporate  Accountability 

Research  Group 
1346  Connecticut  Avenue,  N.W. 
Suite  419A 
Washington,  D.C.   20036 

Gentlemen : 

The  Attorney  General  has  requested  that  I  respond 
to  your  letter  of  February  9,  1977  requesting  that  the 
Antitrust  Division  conduct  a  general  investigation  into 
the  natural  gas  industry  to  determine  whether  natural 
gas  producers  are  engaged  in  an  unlawful  conspiracy  to 
withhold  gas  from  the  market. 

Natural  gas  is  critical  to  our  energy  supplies  and 
the  shortage  of  natural  gas  during  the  past  winter  has 
created  suspicion  among  some  that  natural  gas  producers 
have  unlav;fully  restricted  the  production  of  gas  with  the 
expectation  of  receiving  higher  prices  in  the  future.   We 
are  committed  to  pursuing  vigorously  any  meaningful  evi- 
dence that  natural  gas  producers  have  or  are  engaging  in 
any  unlawful  antitrust  conspiracy.   At  present,  we  are 
proceeding  on  several  fronts  in  our  scrutiny  of  the  natural 
gas  industry. 

First,  we  are  closely  monitoring  the  Department  of 
Interior's  investigation  into  whether  the  development  and 
production  of  natural  gas  in  the  Gulf  of  Mexico  has  been 
intentionally  withheld. 

It  is  our  understanding  that  Secretary  Andrus  has 
selected  a  panel  of  experts  to  study  V7hether  the  production 
of  natural  gas  in  the  offshore  federal  domain  can  be      • 
accelerated.   He  has  indicated  that  the  Justice  Department 
will  receive  any  evidence  of  deliberate  withholding  that 
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the  study  uncovers.   We  would,  of  course,  review  such 
evidence  to  determine  whether  an  antitrust  violation  has 
.  occurred  or  whether  further  investigation  of  the  question 
is  warranted. 

An  independent  Antitrust  Division  investigation  of 
possible  collusive  withholding  of  natural  gas  would  be 
largely  duplicative  of  the  Interior  Department's  efforts. 
As  an  initial  step,  we  would  have  to  determine  whether 
producers  have  in  fact  withheld  gas  from  the  market,  the 
same  focus  of  the  Interior  Department's  investigation.   In 
the  absence  of  independent  evidence  of  collusion,  I  believe 
we  should  wait  for  the  conclusion  of  their  investigation 
before  deciding  whether  a  general  antitrust  investigation 
of  the  natural  gas  industry  is  justified. 

Second,  we  are  following  up  on  inquiries  by  the  Fed- 
eral Power  Commission  into  whether  gas  producers  and  pipe- 
lines have  unlav/fully  colluded  to  withhold  gas  from  the 
interstate  market.   The  FPC  determined  several  years  ago, 
based  upon  data  submitted  by  jurisdictional  pipelines,  that 
there  may  be  substantial  amounts  of  dedicated  natural  gas 
reserves  in  the  Gulf  of  Mexico  that  are  not  being  produced. 
In  a  related  but  separate  inquiry,  the  FPC  issued  a  show 
cause  order  on  February  20,  1975  directed  at  some  sixty-eight 
producers  and  twelve  interstate  pipelines.   Each  respondent 
was  required  to  show  cause  v/hy  any  dedicated  reserves  were 
not  being  produced,  or  why  they  economically  could  or  should 
not  be  produced.   The  evidentiary  hearing  was  completed  in 
September,  1976  and  the  record  is  before  an  administrative 
law  judge  for  an  initial  decision.   At  present,  the  evidence 
obtained  by  the  FPC  that  we  have  reviewed  does  not  indicate 
the  existence  of  an  antitrust  conspiracy  to  withhold  gas. 

In  a  separate  proceeding,  however,  an  administrative 
law  judge  found  Gulf  Oil  Corporation  in  violation  of  its 
certificate  obligations  to  deliver  certain  quantities  of 
natural  gas  to  Texas  Eastern  Transmission  Corporation  and 
suggested  the  possibility  of  an  antitrust  conspiracy  between 
Gulf  and  Texas  Eastern  to  withhold  gas  from  the  interstate 
market.   We  have  obtained  the  evidentiary  materials  in  this 
proceeding  and  are  reviewing  them  to  determine  whether  an 
antitrust  prosecution  or  further  investigation  is  warranted. 

Third,  we  have  monitored  the  actions  of  natural  gas 
producers  and  pipelines  in  the  implementation  of  the 
Emergency  Natural  Gas  Act  to  assure  that  the  winter  shortage 
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of  natural  gas  did  not  serve  as  a  cover  for  antitrust 
violations.   We  reviewed  all  orders  authorizing  the 
purchase  of  emergency  natural  gas  above  the  e'^isting 
price  ceilings,  participated  in  meetings  ^"king  to 
.   discover  available  natural  gas  supplies   and  obtained 
minutes  of  meetings  involving  private  industry  partic- 
ipants that  were  held  for  the  purpose  of  assisting  the 
Administrator  of  the  Emergency  Natural  Gas  Act  in 
carrying  out  his  functions. 

Fourth,  we  have  rece_ntlx  J.ssued  civil  investigative 
^     demandrTo-thlm-Tntrastate  -"^tural^as  producers  and 
^     pipelines  in  an  investigation  of  possible  ^^lf"f^-i  P^^^" 

fixIHi Vmire^it  is  too  early  to  anticipate  the  results 

6™fi  investigation,  we  are  committed  to  a  rapid  deyelop- 
•    Sent  of  the  neclssary  facts  from  which  a  responsible  law 
enforcement  conclusion  can  be  drawn. 

I  believe  that  this  four-front  effort  represents  an 
effective  and  efficient  way  to  allocate  the  Antitrust 
Division's  very  limited  resources  m  scrutinizing  the 
natural  gas  industry  for  antitrust  violations^  Despite 
your  very  articulate  arguments.  I  do  "°t  believe  that  a 
more  general  antitrust  investigation  into  the  natural  gas 
SusS  can  be  justified  at  this  time.   As  you  recognize 
theTels   L  date  no  probative  evidence  of  collusion,  and  a 
less  precisely  focused  investigation  would  m  large  part 
me^elfduplicate  the  efforts  of  other  government  agencies , 
?he  f?uits  of  which  we  will  receive  as  soon  ^^^^^^  f  J^ 
available.   Of  course,  if  either  our  efforts  or  those  of 
other  agencies  reveal  any  significant  ?-"dications  of 
coUusion.  we  will  rapidly  undertake  whatever  additional 
investigation  is  necessary  to  determmej^hether  an  anti 
trust  prosecution  is  warranted.        ^ 

Sin/ 


DONALD  I.  BAKER 
Assistflnt  Attorney  General 
Antitrust  Division 
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We  have  some  mayors  here.  They  are  Mayor  Dale  Helmerich  from 
Huntingburg,  Ind.,  and  Mayor  Benavides  from  Crystal  City,  Tex. 
You  two  gentlemen  sit  in  the  middle,  and  then  I  will  ask  tiie  rest  of  the 
group  to  come  up  here. 

Will  Dorothy  Ryan  please  come  forward?  She  is  president  of  the 
Ohio  State  Council  of  Senior  Citizens.  Ms.  Natalie  Schneiderman  is 
the  chairperson  of  the  organization,  Massachusetts  Fair  Share.  She  is 
from  Chelsea,  Mass.  Is  she  here?  Xatalie,  it  is  nice  to  see  you  again. 

David  Garner,  from  Illinois  Public  Action  Council,  will  you  come 
forward  too  ? 

Is  Gale  Cincotta  here ;  she  is  the  chairperson  of  the  National  People's 
Action,  Chicago,  111.?  Vincent  Steffen  is  from  New  Hampton,  Iowa. 
Is  he  here  ?  He  is  president  of  Haverstall  Industries  and  a  farmer  in 
New  Hampton.  Isn't  that  right  ? 

Mr.  Steffen.  That  is  correct. 

Senator  Kennedy.  We  will  start  with  the  mayors. 

Dale  Helmerich,  we  want  to  thank  you  very  much  for  coming.  What 
we  want  is  for  you  just  to  tell  the  story  in  a  few  words,  but  in  your 
own  words,  about  what  impact  gas  deregulation  is  going  to  have  on 
the  people  that  you  represent. 

This  is  a  people's  panel  here.  We  have  some  mayors  and  people  who 
have  followed  these  issues  and  are  concerned  for  senior  citizens,  for 
consumers  generally,  and  the  impact  on  the  farmers  in  some  of  the 
smaller  communities. 

Mayor  Helmerich.  would  you  start  off  ? 

STATEMENT  OF  HON.  DALE  HELMERICH,  MAYOR,  HUNTINGBTJRG, 
IND.,  ACCOMPANIED  BY  CHARLES  WHEATLEY,  GENERAL  COUN- 
SEL OF  APGA 

Mayor  Helmerich.  Thank  you,  Senator  Kennedy.  I  want  to  thank 
you  for  giving  me  the  opportunity  to  be  here  today. 

I  am  the  mayor  of  the  city  of  Huntingburg,  Ind.  I  would  also  like 
to  introduce  Mr.  Charles  Wheatley,  general  counsel  of  APGA  who  is 
with  me  here. 

The  city  of  Huntingburg  has  all  their  utilities  and  they  are  munici- 
pally owned.  Natural  gas  was  put  in  1954. 

I  have  had  8  years  of  experience  as  a  gas  superintendent  and  14 
years  as  mayor  of  my  community.  I  am  past  president  of  the  APGA. 
I  was  a  member  of  the  FPC  gas  survey.  I  question  the  validity  of  the 
gas  survey  as  they  have  done  it  because  I  don't  think  they  have  ever 
proven  that  there  is  an  inadequate  supply  of  natural  gas.  I  have  been 
concerned  since  the  early  seventies  when  I  heard  an  oil  representative 
speak  to  our  convention,  saying  that  if  they  did  not  get  the  price  for 
oil  and  gas  that  they  would  squeeze  until  they  did.  I  think  that  we  have 
witnessed  that  today. 

The  city's  price  for  gas  from  our  supplier  has  gone  from  49  cents 
to  56  cents  in  1970  to  $1.44  per  decatherm.  This  is  a  new  way  of  getting 
the  cost  up  based  upon  the  heating  value  of  the  gas.  I  would  like  to 
read  to  you  some  costs  that  I  have  found  in  random  checks  with  our 
people  in  our  community  on  cost  of  gas  from  1970  for  a  12-month 
period  until  the  last  12  months  just  past. 
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A  Aeterans  who  was  disabled  had  a  bill  go  from  $301  up  to  $474. 
We  have  a  farmer  who  raises  poultry.  He  has  turkeys  that  he  raises. 
His  bill  went  from  $880  up  to  $625.  An  average  factory  worker's  bill 
went  from  $188  up  to  $305. 

Senator  Kenxedy.  Over  what  period  of  time  is  this  now? 
]Mayor  Helmericii.  This  is  a  12-month  period  from  1970  to  1971  to 
the  last  12  months,  this  past  year.  We  have  a  low  income  person  whose 
bill  went  from  $212  to  $332.  We  have  an  elderly  citizen  whose  bill 
went  from  $223  to  $401.  These  people  are  paying  these  bills.  Senator. 
This  is  very  hard  for  a  lot  of  them.  When  they  get  their  social  security 
check  for  these  three  months  we  had  this  past  winter  they  paid  out  the 
full  amount  for  their  utilities. 

Snator  Kennedy.  What  part  of  your  community  is  on  natural  gas? 
Mayor  Helmericii.  Our  whole  community  is  on  natural  gas.  We 
have  about  80  percent  of  our  customers  on  natural  gas. 

Senator  Kennedy.  Do  you  have  manj'  who  had  their  utilities  cut 
off  during  the  last  year? 

iNIayor  Helmericii.  Senator,  we  own  the  company  as  a  municipality 
and  we  did  not  cut  them  off.  We  let  them  stay  on. 

Senator  Kennedy.  Were  there  a  number  of  people  who  would  have 
been  cut  off  if  you  had  not  done  that  ? 
^Nlayor  Helmericii.  Yes.  That  is  right. 

Senator  Kennedy.  What  do  you  think  the  doubling  of  their  utility 
bill  is  going  to  mean  in  terms  of  the  stress  it  is  going  to  put  on  the 
family  budget  of  that  veteran  from  Vietnam  or  that  retired  person 
or  that  factory  worker? 

]Mayor  Helmerich.  They  are  going  to  have  to  sacrifice  in  our  area, 
which  is  German  oriented,  to  cut  out  other  things  that  many  of  them 
cannot  even  pay.  We  had  to  go  to  the  CSA  to  get  many  bills  paid  this 
past  winter.  I  would  like  to  say,  Senator,  if  we  could  get  some  of  those 
Senators  who  are  talking  about  deregulation  to  come  down  to  my 
community  the  first  of  the  year  for  3  months  to  tell  those  people  they 
voted  for  deregulation,  I  would  sure  welcome  that. 

Senator  Kennedy.  They  would  get  a  warm  welcome  down  there, 
wouldn't  they  ? 

Mayor  Helmerich.  They  sure  would.  They  would  probably  get  a 
baseball  bat.  It  concerns  me  because  I  have  to  listen  to  it,  not  them. 
Senator  Kennedy.  That  is  right. 

]Nfayor  Helmerich.  I  would  like  to  bring  out  another  point.  What 
is  going  to  happen  to  the  hospital  costs  on  gas?  I  serve  on  our  hospital 
board.  I  know  what  costs  have  gone  to.  This  concerns  me.  We  want 
to  keep  these  prices  down. 

Senator  Kennedy.  What  about  your  schools? 

Mayor  Helmerich.  Our  schools?  Taxes  pay  for  those.  They  are 
going  to  go  up.  I  don't  know.  They  are  on  a  tight  budget,  and  a  frozen 
tax  rate. 

Senator  Kennedy.  So  it  is  not  just  the  home  utility  bill;  it  is  going 
to  be  reflected  in  the  costs  of  hospitals,  the  costs  of  schools,  the  cost  of 
industries. 

]Mayor  Helmerich.  In  everv  product  the  consumer  is  going  to  pay 
for  it,"  Senator.  This  goes  back  to  the  individual,  back  to  the  consumer. 
I  would  like  to  say  to  you  that  in  1971 
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Senator  Kennedy.  You  can  have  another  minute  or  two  because  we 
want  to  hear  from  the  other  witnesses,  too. 

Mayor  ITelmericii.  In  lOTl  the  Southern  Louisiana  rate  case  was 
settled.  In  that  settlement  nearly  all  the  major  producers  agreed  to  a 
price  of  26  cents  for  an  Mcf  at  the  wellhead.  They  agreed  that  would 
be  sufficient  to  provide  the  incentive  needed  to  continue  exploration 
and  development  of  natural  gas  through  October  1977.  Look  what  has 
happened  to  the  price.  It  has  gone  up.  It  worries  me.  It  is  going  up 
another  third  if  it  goes  up  to  $2.03. 

Senator,  I  would  say  to  you,  very  frankly,  if  we  can  keep  the 
filibuster  and  keep  the  price  down,  my  community  is  going  to  be  very 
happy. 

STATEMENT  OF  MAYOR  ERANCISCO  BENAVIDES,  MAYOR, 

CRYSTAL  CITY,  TEX. 

Mayor  Bexavides.  It  is  rather  sad  to  have  a  gas  cutoff  for  an  entire 
community.  The  results  now  are  that  some  of  the  families  are  cooking 
outside  to  prepare  their  meals,  keep  water  warm  to  bathe  their  children 
and  send  them  off  to  school.  We  need  help  immediately.  It  is  like  a 
drowning  person  who  says,  "Help"  and  someone  responds,  "I  can  help 
you  later."  Senator,  our  problem  is  a  very  serious  problem.  This  has 
been  caused  by  the  couipany  that  used  to  supply  the  natural  gas  to 
Crystal  City.  The  sudden  rise  in  price  for  natural  gas  left  all  the 
people  unprepared  to  adjust  their  small  budgets  or  pocketbooks,  and 
then  again  some  people  don't  even  have  a  pocketbook.  This  includes 
the  farmers,  and  now.  most  likely,  the  other  cities  surrounding  Cr\'stal 
City  in  our  Southwest  region. 

Senator  Kennedy,  "\\liat  will  happen  when  it  gets  cold? 

Mayor  BENAvmES.  I  really  don't  know.  One  thing  for  sure :  'We  have 
been  at  this  so  long  we  are  almost  prepared  to  take  on  whatever  task 
must  be  undertaken.  This  means  to  survive. 

Senator  Kennedy.  This  also  affects  your  schools,  does  it  not? 

Mayor  Bena^tdes.  Yes. 

Senator  Kennedy.  They  will  find  it  difficult  to  keep  the  schools  go- 
ing, will  they  not  ? 

]Mayor  Benavides.  Yes.  When  it  starts  getting  cold  children  will  not 
be  able  to  attend  classes.  The  per  capita  will  be  down,  which  means 
next  year  less  teachers  will  be  hired. 

Senator  Kennedy.  That  is  an  important  point.  It  will  get  cold.  They 
will  not  be  able  to  have  any  sessions.  Then,  because  you  cannot  have  a 
session,  that  relates  to  the  formula  for  which  you  get  compensated  in 
aid  for  your  teachers.  Therefore,  it  will  have  an  extremely  unfortunate 
effect  on  education  of  your  children. 

Mayor  Benaat^des.  That  is  right. 

Senator  Kennedy.  "\^niat  happens  to  the  small  companies  and  small 
industries? 

Mayor  Benavu^es.  They  are  suffering,  especially  small  businesses 
which  rely  on  natural  gas.  Of  course,  they  are  waiting  for  something 
to  happen,  to  get  some  other  source  of  energy  if  we  cannot  get  natural 
gas.  We  are  not  at  war  with  any  nation,  but  possibly  if  anyone  needs 
help  it  is  all  the  companies  around  the  technical  management  areas. 
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Senator  Kennedy.  As  I  understund  it,  it  is  a  desperate  situation, 
is  it  not  ? 

Mayor  Benavides.  It  is,  indeed. 

Senator  Kennedy.  Do  you  know — your  town  is  facing  this  prob- 
lem— from  your  own  experience  in  talking  to  other  mayors  in  smaller 
communities  in  the  Southwest,  do  you  think  they  will  face  similar 
problems  as  well  ? 

Mayor  Benavides.  Oh,  yes.  That  is  veiy  true. 

Senator  Kennedy.  This  is  your  experience  under  deregulation  in 
Texas? 

Mayor  Bena\t[des.  Of  course. 

Senator  Kennedy.  Do  you  recommend  that  particular  medicine  for 
other  parts  of  the  country  ? 

Mayor  Benavides.  Oh,  no.  We  need  to  regulate  something  that  is  a 
monster  that  implicates  everyone's  lives  with  their  techniques  of  repe- 
titious attacks  on  the  consumers  by  raising  their  prices  overnight  from 
36  cents  per  thousand  cubic  feet  to  $2.05  which  is  the  going  rate  now. 

Senator  Kennedy.  If  we  get  the  deregulation,  we  could  get  a  dou- 
i^ling  of  that  figure  without  the  increased  product. 

Ms.  Ryan  ? 

STATEMENT  OF  DOROTHY  RYAN,  PRESIDENT,  OHIO  STATE  COUNCIL 

OF  SENIOR  CITIZENS 

Mrs.  Ryan.  Thank  you,  Senator  Kennedy,  for  giving  me  this  op- 
portunity to  appear  before  your  subcommittee  to  testify  on  behalf  of 
our  older  people.  Serving  on  the  executive  board  of  the  National 
Council  of  Senior  Citizens,  I  have  long  been  aware  of  your  keen  in- 
terest in  the  welfare  of  the  older  citizens  of  our  country.  Senator 
Howard  Metzenbaum  is  well  known  in  Ohio  for  his  abiding  concern 
for  the  older  Ohioans. 

The  senior  citizens  of  our  Xation  face  many  problems  daily  which 
make  it  imperative  for  them  to  consider  priorities  before  spending 
their  limited  incomes.  This  past  winter  found  them  faced  with  almost 
no  choice  left  to  them  as  they  attempted  to  keep  up  with  their  ever 
escalating  utility  bills.  They  had  to  decide  if  they  should  pay  their 
utilities  and  have  little  or  no  income  left  for  other  necessities,  or — and 
in  many  instances  this  was  true — the  choice  was  between  eating  and 
freezing,  or  being  warm  and  starving  or  having  food  which  could  not 
be  properly  prepared  and  their  health  suffered  due  to  faulty  nutrition. 

We  are  dealing  with  absolute  basics  every  day,  so  I  have  attempted 
to  limit  my  testimony  today  to  a  few  basic  statements  which  I  feel  are 
very  important  for  one  of  your  previous  witnesses  commented  on  the 
Avay  the  lobbyists  line  the  corridors  for  hearings  such  as  this,  and  asked 
where  the  senior  citizens  are,  as  they  have  the  time,  when  these  im- 
portant subjects  are  being  debated.  Senator  Kennedy,  our  senior 
citizens  do  have  the  time,  and  they  would  very  much  like  to  present 
their  case  to  our  representatives  in  Washington,  but  their  problem  is 
being  unable  to  finance  these  visits  to  our  Government  hearings. 

Anotlier  witness  was  asked  what  happens  to  our  older  people  when 
their  utilities  are  cut  off  for  nonpayment.  It  has  often  been  said  that 
a  dog  with  a  cold  nose  is  a  well,  contented  and  happy  animal.  Well, 
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I  can  only  sa}-  that  a  senior  citizen  with  a  cold  nose  is  many  times  not 
well,  contented  or  happy.  They  are  just  cold,  ]nin<^ry  and  worried. 

"Ripoff"  is  an  integral  part  of  the  older  American's  vocabulary 
these  days  and  if  you  permit  deregulation  of  the  controls  on  natural 
gas  prices,  the  senior  citizen  will  again  feel  it  is  another  "ripoff"  pre- 
sented to  us  by  our  lawmakers  ancl  they  will  become  more  depressed 
over  what  thev  are  jroing  to  be  able  to  do  when  utilitv  bills  are  tripled, 
as  you  have  indicated  today  may  Avell  happen  once  these  price  controls 
are  lifted. 

Senator  Kexxedy.  How  typical  is  this  feeling  of  ripoff  ? 

Mrs.  Ryax.  Daily,  I  receive  phone  calls  from  our  people  with  prob- 
lems such  as  I  will  now  briefly  cite  : 

Mrs.  J. — Social  security  check  of  $224 ;  electric  bill  of  $35.20  and  gas 
bill  of  $102,  totaling  $137.20  which  leaves  her  with  $86.80  to  cover  rent, 
food,  and  health  care  and  the  other  necessities.  "NAHien  she  tearfully 
asked  me  what  she  could  do,  I  had  to  tell  her  I  could  see  no  answer  for 
her  now,  and  I  could  offer  her  vei-y  little  assistance. 

Mrs.  C. — A  wheelchair  victim  from  cancer  surgery,  with  an  adult 
daughter  living  with  her  who  is  retarded  and  disabled.  Unable  to  get 
to  the  door  in  time  to  let  the  meterreader  in,  she  was  faced  with  an 
estimated  gas  bill  disproportionate  with  previous  bills.  She  complained 
and  requested  a  true  reading  of  her  meter.  She  Avas  then  presented 
with  a  bill  which  not  only  gave  her  the  true  meterreading  but  also  in- 
cluded the  previously  estimated  bill  and  was  now  almost  $200.  "When 
she  complained  about  this  bill,  she  was  informed  that  they  also  had  an 
unpaid  bill  against  her  account  from  an  earlier  month.  Entirely  frus- 
trated and  concerned  about  the  possibility  of  having  her  gas  discon- 
nected, she  called  me  for  assistance.  "When  I  had  completed  my  discus- 
sion with  the  local  gas  company,  we  found  that  they  did  have  the  check 
covering  the  unpaid  bill  of  the  previous  month,  and  that  actually  her 
l)ill  was  less  than  $60  for  this  billing. 

These  frustrations  and  the  emotional  distress  our  people  often  suffer 
in  this  type  of  situation  add  to  their  problems  of  health  care. 

Mr.  S. — Considering  early  retirement.  "When  he  i-ealized  that  he 
would  only  have  about  one- fourth  of  his  recrular  income  at  retire- 
ment, and  after  considering  his  expenses,  found  that  his  retirement 
income  would  probably  only  cover  his  utility  bills  and  he  would  be  con- 
stantly eroding  his  lifetime  savings,  and  so  he  decided  he  could  not 
afford  to  retire  now.  His  health  and  wellbeing  would  have  been  im- 
proved if  he  could  retire  now. 

Last  winter.  Ohio  had  to  declare  a  moratorium  on  utility  shutoffs 
until  April  1,  1977.  In  the  small  town  of  Buckeye  Lake,  the  gas  com- 
pany went  out  and  discoimected  43  customers.  This  incident  was  re- 
ported at  one  of  our  meetings  by  our  new  consinners  counsel.  Also,  an 
elderly  resident  of  ^Mansfield,  Ohio  froze  to  death  because  his  elec- 
tricity had  been  shut  off  for  nonpayment  of  an  $18  past  due  amount. 
This  resulted  in  the  gas  furnace  not  functioning.  Considerable  furor 
was  created  by  this  death  and  others. 

A  utility  is  a  monopoly,  granted  the  right  to  provide  service  and 
charge  rates.  They  should  be  held  responsible  for  their  actions  and 
should  be  made  to  treat  people  in  a  manner  that  is  fair  and  right. 
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Last  year,  Ohio  utilities  were  granted  $665  million  in  rate  increases. 
This  is  more  than  brought  in  by  the  State  personal  income  tax  in  a 
year,  which  is  $540  million.  To  get  these  increases,  they  spent,  at  a 
conservative  estimate,  $5  million  for  their  attorneys  fees,  expert  wit- 
nesses, accountants,  etc.  They  spent  $10  million  in  advertising,  and  we 
feel  they  are  using  our  money  for  this,  to  tell  us  what  they  do  for  us. 
In  one  ad  they  urge  us  to  conserve  energy  and  in  another  they  beg  us 
to  "save  money — use  more." 

Columbia  Gas  Co.  was  found  to  have  sold  off  21  million  cu.  ft.  of 
gas  this  past  year,  desperately  needed  by  our  Ohioans  this  past  winter ! 
They  sold  this  gas  at  the  highest  residential  rate,  industrial  and  com- 
mercial users  pay  less.  Their  profits  between  October  1976  and  March 
1977  went  up  7i  percent.  Our  Attorney  General  is  now  filing  suit 
against  them  for  excessive  profits. 

How  can  these  utilities  claim  they  need  more  money  as  an  incentive 
to  look  for  more  supplies?  We  do  not  believe  this  is  their  true  motive 
asking  for  constant  and  increasing  rate  changes.  It  is  our  belief,  sub- 
stantiated by  rate  increases  at  the  present  time,  that  once  we  have  de- 
regulation of  prices  for  gas,  our  utility  lulls  will  create  utter  disaster 
for  the  older  American  as  the  rates  escalate  rapidly.  If  excessive 
profits  can  be  made  under  situations  such  as  the  Columbia  Gas  Com- 
pany case,  what  will  happen  once  the  deregulation  of  price  takes  place  ? 

The  following  little  human  interest  item  might  well  be  an  idea  for 
all  of  our  utility  consumers  to  think  about.  A  group  was  circulating 
petitions  against  the  Columbia  Gas  and  Electric  Co.  The  leader  of 
the  group  was  asked  what  they  called  their  group.  She  replied  that 
they  had  just  been  referring  to  it  as  the  C.G.  &  E.  case,  meaning  Co- 
lumbia Gas  and  Electric.  When  the  interviewer  said  that  all  organiza- 
tions generally  have  some  name  so  they  are  readily  identified  and  their 
group  should  have  one  too,  she  thought  momentarily  and  finally  said, 
"well  I  guess  you  might  just  call  us  "customers  get  even."  Perhaps  we 
might  all  use  that  as,  shall  we  say,  a  battle  cry  ? 

Thank  you  very  much.  Senator  Kennedy,  for  granting  me  this  time 
to  testify  today. 

[Xote:  Later  in  the  hearings.  Senator  Kennedy  asked  Mrs.  Ryan  to 
verify  the  statement  made  by  another  participant,  that  senior  citizens 
often  had  to  choose  between  money  they  could  spend  for  food  and 
that  spent  for  health  care.  Her  reply  was  that  this  was  true  as  older 
people  tend  to  neglect  preventive  "health  care  for  minor  problems 
and  wait  until  an  emergency  arises. 

This  emergency  can  only  result  in  more  costly  health  care,  hospital- 
ization and  sometimes  death  for  the  older  person.  Senator  Kennedy's 
comment  was,  "a  sad  commentary  on  our  country  is  it  not  ?"  To  which 
Mrs.  Ryan  agreed.] 

Senator  Kennedy.  Thank  you  very  much. 

Ms.  Schneiderman?  I  know  you  are  well-informed.  We  are  glad  to 
have  you  here. 

STATEMENT  OF  NATALIE  SCHNEIDERMAN,  MASSACHUSETTS  FAIR 

SHARE 

Ms.  SnixEU)EiorAX.  Thank  you  for  this  opportunity  to  speak  to  you 
on  the  subject  of  deregulation  of  natural  gas  prices.  My  name  is  Xata- 
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lio  Schnoiderinan.  I  am  a  lifelono-  resident  of  Chelsea,  ^Nlass. ;  a  parent ; 
and  the  person  in  my  family  who  pays  the  bills.  Because  I  do  pay  the 
bills,  I  liave  liad  the  chance  to  watch  <2:as  bills  in  the  (ireater  Boston 
area  creep  up,  and  then  take  off.  Since  seeino:  my  fixed  income  eaten 
11])  by  the  fjas  bill,  the  lijiht  bill,  and  the  oil  bill,  I  liave  been  working 
with  my  neighbors  in  Chelsea  and  witli  ]ieoj:)le  throuo-hont  Massachu- 
setts to  try  and  keep  the  bills  down,  We  call  our  organization  Mas- 
sachusetts Fair  Share,  and  we  noAv  have  thousands  of  members 
throughout  the  Commonwealth  working  together  to  try  to  make  sure 
that  we  all  make  it  through  next  winter  without  ending  up  in  the 
poorhouse. 

For  the  past  feAv  weeks  we  have  been  watching  the  debate  down  here 
in  Washington  about  deregulating  natural  gas.  The  most  interesting 
thing  I  have  seen  is  the  attempt  by  the  oil  companies  to  convince  the 
people  that  higher  prices  are  good  for  them.  As  best  as  I  can  under- 
stand it.  the  oil  companies  are  saying  that  if  Congress  lets  them  raise 
the  price  of  natural  gas  as  much  as  they  can  get  away  with,  there  won't 
be  any  more  shortages. 

In  ^Massachusetts  we  like  to  think  of  ourselves  as  some  kind  of  na- 
tional leader,  and  I  am  forced  to  report  that  we  already  lead  the  Nation 
in  '"enjoying"  the  "benefits*"  of  deregulation.  Since  our  gas  companies 
use  more  imported  licjuefield  natural  gas  than  the  companies  in  other 
States,  we  did  not  have  much  of  a  shortage  of  natural  gas  last  winter. 
Our  gas  comjjanies — I  say  our  gas  com))anies  because  they  are  the  ones 
we  seem  to  be  stuck  with — simply  bought  more  Algerian  LXG, 
pumped  it  into  storage  tanks,  many  of  which  are  located  near  my 
home,  and  sold  us  the  gas  at  about  a  25-percent  markup. 

AA'e  did  not  have  a  shortage  of  natural  gas.  We  had  a  serious  shortage 
of  money  to  pay  for  the  natural  gas.  We  did  not  have  much  of  a  prob- 
lem of  factories  being  closed  down  to  save  gas.  Gas  is  so  expensive 
around  Massachusetts  already  that  factories  with  any  choice  at  all 
don't  use  it.  Mostly  they  heat  with  imported  fuel  oil.  The  oil  com- 
panies which  produce  natural  gas  look  like  they  are  giving  us  a 
choice — either  vou  don't  get  enough  gas  or  it  costs  too  much  to  buv. 
Last  winter  a  lot  of  ])laces  were  on  one  side  of  this  choice,  and  we 
weie  on  the  other  side.  It's  a  lousy  choice.  Right  now  people  in  Chelsea 
and  Boston  who  use  gas  for  cookino-  and  hot  water  end  up  ]:)aying  be- 
tween $30  and  $50  every  2  months.  My  friends  who  heat  with  gas,  and 
about  one  fauiily  in  six  does  heat  with  gas,  end  up  paying  $100  per 
month  or  more  during  the  winter,  even  when  they  only  have  a  small 
apartment.  During  the  months  that  were  the  coldest  when  Boston 
Gas  used  a  lot  of  imported  LXG,  the  heating  bills  would  pump  up 

Last  Avinter  thousands  of  people  could  not  keep  up  with  their  bills. 
Fair  Share  and  others  got  most  gas  companies  to  agree  not  to  cut  peo- 
ple ort'  during  the  winter.  In  Fall  River,  where  the  gas  company  did 
not  agree  to  delay  sliutofi's,  only  sustained  public  pressure,  and  some 
Federal  money,  avoided  tragedies.  Since  then,  the  Federal  Govei'ument 
has  had  to  give  the  utility  companies  in  Massachusetts  literally  uiil- 
lions  of  dollars  to  i)ay  outstanding  bills  for  the  poor  and  the  elderly. 
Those  unlucky  enough  to  be  slightly  too  well  oif  to  qualify  have  been 
really  hurt,  as  have  the  thousands  of  i)oor  people  who  do  not  know 
about  the  Government-aid  programs.  Meanwhile,  the  gas  companies 
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have  been  announcinfr  record  profits.  Boston  Gas  collects  every  penny 
from  those  who  can  afford  to  pay,  gets  a  bij^  check  from  Uncle  Sam 
for  part  of  the  bills  it  cannot  collect,  and  raises  rates  to  the  rest  of  us 
to  cover  anythino-  that  is  left  over.  It  is  really  a  pretty  oood  lacket. 
The  only  problem  with  it  is  that  there  are  a  lot  of  people  in  Chelsea. 
Boston,  and  throii<^hont  ^Massachusetts  who  do  not  know  how  they 
are  <roin(j  to  find  money  they  need  to  heat  their  homes  this  winter. 

Now,  wo  have  been  reading  that  you  are  considering  deregulating 
the  price  of  pipeline  natural  gas.  Exxon  buys  time  all  around  the  even- 
ing TV  news  on  all  thiee  networks  to  tell  us  that  deregulation  of  nat- 
ural gas  prices  is  the  best  thing  for  us  since  fresh  vegetables.  The  Mobil 
Oil  Co.  has  been  buying  a  lot  of  space  in  the  Boston  Herald  and  the 
Globe  to  tell  us  the  same  sort  of  thing.  And  a  lot  of  Senators,  mostly 
from  States  with  pretty  milk  winters  I  think,  seem  to  agree  with  the 
oil  companies.  Now,  deregulate  is  a  long  word,  and  everyone  tells  me 
that  it  is  hard  to  figure  out  what  deregulation  will  mean  to  a  person 
living  in  Chelsea,  Mass.  I  wish  I  could  tell  you  exactly  what  deregula- 
tion would  do  to  my  gas  bill.  I  do  know  for  sure  that  if  the  })rice  of 
natural  gas  is  deregulated,  my  bill  is  going  up,  not  down,  and  I  know 
that  where  I  live  the  bills  are  already  too  high.  If  you  deregulate  nat- 
ural gas,  you  should  be  prepared  to  spend  time  during  this  winter 
finding  Federal  money  to  give  aAvay  to  prevent  people  from  freezing. 

Xow  some  peo])le  in  Xew  England  have  been  saying  that  deregula- 
tion of  gas  prices  would  be  good  for  our  region.  Since  we  use  less 
natural  gas  than  other  areas,  these  people  say  deregulation  will  hurt 
other  areas  of  the  country  more  than  it  will  hurt  us.  so  we  will  get 
back  some  of  the  ground  we  lost  when  the  Arabs  and  the  big  oil  com- 
panies raise  oil  prices.  This  has  to  be  the  dumbest  idea  going  around. 
It  doesn't  do  me  a  bit  of  good  to  know  that  my  gas  bill  went  uj)  less 
than  someone's  in  Ohio  did.  I  don't  have  trouble  paying  bills  in  Ohio; 
I  have  trouble  ]iaying  my  bills  in  Chelsea,  Mass.  As  far  as  I  can  see, 
we  are  all  in  this  thing  together,  except  that  the  oil  companies  are  mak- 
ing out  like  bandits. 

From  where  I  sit,  this  whole  deregulation  business  looks  like  fraud. 
The  oil  companies  don't  produce  gas,  create  shortages,  import  foreign 
gas  at  outrageous  prices,  and  then  demand  that  you  allow  them  to 
raise  pi'ices  on  domestic  gas. 

We  understand  that  getting  robbed  by  an  oil  company  isn't  even 
page  3  news  any  more,  but  the  last  thing  we  need  is  for  Congress  to 
legalize  this  sort  of  robbery.  Deregulation  is  a  big  fraud.  People  who 
have  to  pay  gas  bills  to  keep  warm,  or  to  cook  their  food,  haven't  been 
fooled.  I  hope  that  the  U.S.  Senate  isn't  fooled  either. 

Thank  you. 

Senator  Kennedy.  Excellent  statement. 

Ms.  Cincotta  ? 

STATEMENT   OF  GALE   CINCOTTA,   CHAIRPERSON,   NATIONAL 

PEOPLE'S  ACTION 

Ms.  Cincotta.  Thank  you,  Senator. 

I  am  Gale  Cincotta,  chairperson  of  National  People's  Action,  which 
is  a  network  of  grassroot  community  groups  throughout  the  United 
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States.  Across  the  country  coiiimimity  people  are  feeling  the  effects 
of  another  unaccountable  force  destroyino-  our  cities.  This  time, 
thouoh,  it  is  not  coining  from  the  banks  or  from  PIFD,  but  from  the 
monopolizing  energy  industries.  These  giant  industries  provide  us 
with  our  gas.  oil,  or  electricity  for  an  exorbitant  price.  How  are  we 
finding  out  about  these  ripotfs  i  It  is  simple.  All  we  have  to  do  is  look 
at  our  utility  bills  from  these  companies. 

The  energy  industries  and  their  stockholders  are  reaping  the  bene- 
fits from  our  soaring  utility  bills.  Commonwealth  Edison  of  Chicago 
reported  profits  of  $241.8  niillion,  a  16.9-percent  increase  over  the  pre- 
vious year.  People's  (xas  of  Chicago  reported  profits  of  $113  million,  a 
17.6-percent  annual  increase  in  profits,  while  their  shares  rose  39  per- 
cent. Gulf  Oil  Corp.'s  annual  report  shows  that,  '"This  year  the  grin 
is  in,"  and  that  the  smiles  in  the  boardroom  are  from  ear  to  ear. 

Many  companies,  such  as  Xorthern  Natural  Gas  Co.,  are  advertising 
for  more  stockholders  through  campaigns  about  their  increasing 
profits.  All  this  demonstrates  that  the  priority  of  the  energy  industry 
is  their  executives  and  their  stockholders,  while  they  continue  to  neg- 
lect their  responsibility  to  the  consumers  of  America. 

Because  of  the  rising  utility  bills  in  the  winter  of  1976  through  1977, 
people  were  forced  to  make  a  far-reaching  decision — which  bill  to  pay. 
In  many  cases,  the  utility  bills  were  higher  than  the  mortgage  or  rent. 

For  the  first  time,  many  people  were  faced  with  not  having  enough 
money  to  pay  all  their  bills.  It  has  come  to  the  point  of  choosing  which 
is  more  important :  A  place  to  live,  heat,  or  food  ?  Many  people  had 
their  homes  foreclosed.  Many  resorted  to  eating  garbage  or  dogfood. 
Many  went  without  heat  and  became  sick  or  died.  As  stated  by  David 
S.  Schwarts,  an  adjunct  professor  in  economics  at  Michigan  State  Uni- 
versity public  utilities  project  in  Bethesda,  Md.  ''There  is  no  protec- 
tion for  the  consumer  whatsoever." 

This  all  leads  to  the  destruction  of  our  neighborhoods.  People  have 
had  to  abandon  their  homes  because  they  could  not  keep  up  with  the 
mounting  bills.  The  Sallis  family  of  Chicago  had  their  gas  shut  off 
and  then  had  their  home  foreclosed  because  of  the  mounting  bills. 
This  new  cause  of  abandonment  leads  to  the  further  decay  of  our  Na- 
tion's cities. 

America  has  become  so  large  that  Ave  forget  where  we  come  from,  the 
grassroots,  13  disorganized  colonies  who  demanded  representation  if 
there  was  taxation.  A  country  that  would  respond  to  human  need  after 
a  devastating  war  in  the  form  of  a  Marshall  plan.  The  strength  of  this 
Nation  has  been  that  we  always  have  had  the  belief  in  the  rights  and 
dignity  of  the  grassroots  people.  What  is  happening  today  in  America 
is  that  the  little  people  are  being  told  they  do  not  count,  they  will  be 
used  as  children  in  the  Crusades,  they  will  be  the  victims  of  big 
business. 

Although  we  had  2,500  people  here  in  Washington  last  year,  where 
one  of  our  major  issues  was  utilities,  we  are  not  the  highly-paid  people 
who  can  come  in  from  the  utility  companies  and  lobby  day  and  night, 
wine  and  dine,  and  do  whatever  they  need  to  protect  the  interests  of  the 
utility  companies. 

Point :  The  Sallis  family,  2217  W.  Cortez,  two  children,  income 
$12,400.  Mr.  Sallis  was  injured  on  his  job.  Their  monthly  mortgage 
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payments  were  $155.  Then  came  tlie  winter  of  1976-77,  and  the  utility 
bill  for  January  was  $185,  and  for  P>bniary  $147.  Without  his  regular 
income,  the  family  could  not  pay  both  the  heating  bill  and  the  mort- 
gage. Today  the  Sallis  family  is  renting  an  apartment,  and,  I  am  sorry 
to  say,  the  Sallis  family  have  lost  the  American  dream  of  owning  their 
own  home,  because  someone  wanted  to  earn  17.6-percent  return  on  their 
money.  The  Sallis  family  is  now  on  public  assistance — not  because  of 
laziness,  not  because  of  an  inherited  public  welfare  syndrome,  not  be- 
cause they  -want  a  free  ride,  but  because  of  the  profit  motive  of  the 
energy  industry. 

Another  family  person  I  would  like  to  tell  you  about  is  Mrs.  Stanley 
Koziol,  Avidow.  senior  citizen,  with  one  son  who  was  killed  in  the 
armed  services.  She  receives  $230  a  month  in  social  security.  In  Febru- 
ary of  1977,  her  heating  bill  was  $180.  That  means  she  had  $50  to 
live  on. 

When  people  have  spent  their  lives  working,  and  have  given  up  a  son 
for  America,  M-e  ask  them  to  live  on  $50  a  month.  Because  of  last  win- 
ter's cold.  ^Nlrs.  Koziol  had  to  give  up  her  home  and  move  into  a  senior 
citizens"  housing  project   and  go  on  ])ublic  aid. 

Another  point  I  think  w-e  forget,  also,  is  the  apartment  building 
owner,  a  lot  of  them  who  house  low-  and  moderate-income  people. 
We  took  a  survey  in  the  Chicago  area,  and  in  some  of  the  neighbor- 
hoods I  asked  aboiit  the  price  of  utilities — Avould  a  tax  abatement  pro- 
gram help  so  they  w'ould  get  relief. 

I  was  told  last  year  they  quit  paying  their  real  estate  taxes  in  the 
city,  and  this  year  1  don't  kiiow  what  the  situation  will  be  as  the  price  of 
oil" and  gas  go  up  higher.  Our  Government  is  telling  the  Sallis  family, 
Mrs.  Koziol,  and  the  American  people:  Pay  your  taxes,  give  us  your 
sons,  and  in  return  we  will  give  you  a  gold  star  and  high  utility  bills. 
That,  Senator  Kennedy,  is  what  led  to  the  first  revolution  of  Arnerica, 
when  13  colonies  said  they  would  not  accept  taxation  without 
rei)resentation. 

People  do  not  know  the  difference  between  old  and  new  gas.  To 
them  interstate  and  intrastate  rates  do  remain  a  mystery.  What  people 
do  know  is  cold  showers  and  cold  meals,  as  pointed  out  in  yesterday's 
New  York  Times  article  on  Crystal  City,  Tex.  As  the  mayor  of  Crystal 
City  told  you,  the  people  there  are  behig  charged  $2.05  for  a  thousand 
cubic  feet  of  natural  gas.  High  prices  for  natural  gas  have  reduced 
consumption  there  to  zero.  How  many  other  horror  stories  will  occur 
when  the  temj^erature  goes  below  zero  ?  What  is  the  Senate  doing  but 
filibustering  this  debate  of  the  century  on  deregulation  to  death,  and 
possibly  leaving  the  questions  unresolved  until  they  reconvene  in 
January.  By  then  there  will  be  hundreds  of  people  who  literally  have 
been  filibustered  to  death  without  ever  having  had  any  input  into 
this  question  of  natural  gas  pricing.  Who  have  had  input  and  who  have 
been  allowed  to  make  their  voice  heard  in  the  halls  of  Congress  ?  Cer- 
tainly not  the  Amer-ican  people. 

'\Aniat  you  seem  to  be  filibustering  is  what  is  the  lowest  form  of  black- 
mail vou  are  going  to  pay.  I  think  it  is  the  wrong  issue.  If  they  are 
asking  the  American  public  to  say  there  is  an  energy  crisis,  deal  with 
an  energy  crisis,  what  they  are  dealing  with  is  work  incentive.  Incen- 
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tive  means  how  much  more  money  will  these  corporations  and  com- 
panies make  rather  than  what  will  they  do  for  the  American  public. 

Again  I  say  that  this  is  the  sheerest  form  of  blackmail  which  has 
ever  been  seen  in  the  United  States.  Maybe  it  is  time  to  really  turn 
around  these  words  of  the  oil  companies  and  utility  companies  and 
talk  about  nationalization  of  the  utility  industry.  Maybe  that  will 
shake  them  up  and  they  will  not  jDush  deregulation. 

When  Xational  People's  Action  had  2,500  people  in  Washington  on 
June  12  and  IS,  they  attended  Representative  John  DingeU's  House 
Subcommittee  on  Energ}'  and  won  some  hope  of  utility  rate  reform. 
Now  we  find  that  the  Senate  has  killed  that  hope  by  refusing  to  feder- 
ally mandate  rate  changes  to  reflect  actual  delivery  costs  of  electricity 
and  natural  gas.  Meanwhile,  thousands  of  high  industry  lobbyists  have 
persuaded  members  of  the  Senate  to  kill  the  administration's  proposal 
to  continue  controls  on  natural  gas  and  extend  them  to  the  intrastate 
market. 

Xow,  we  find  out  that  the  latest  compromise  is  offering  a  ceiling  of 
$2.03  per  thousand  cubic  feet  and  no  extension  of  controls  to  the  intra- 
state market.  What  kind  of  comj^romise  is  that  to  the  people  of  Crystal 
City,  Texas,  who  cannot  afford  $2.05?  This  Senate  debate  is  only  serv- 
ing to  pit  consumers  against  the  industry.  Our  national  energy  crisis  is 
rapidly  becoming  an  energy  civil  war. 

If  there  really  were  an  energy  crisis,  we  would  all  be  working  to- 
gether. But  instead  the  debate  has  centered  on  providing  incentives 
to  the  energy  industry  to  j^rofit  off  America's  energy  problems.  The 
Senate  is  forcing  the  people  of  America  into  a  fight  for  survival,  a 
fight  for  their  right  to  heat  their  homes  and  feed  their  children.  The 
Senate  is  not  debating  how  to  keep  our  schools  and  factories  open.  They 
are  debating  how  many  '"incentives"  the  energ\'  industry  needs.  But 
when  you  translate  the  word  '"incentives"  into  English  and  take  it  out 
of  the  hands  of  Texas  oilmen  who  are  talking  about  it  as  a  bigger  rate 
of  return,  "incentives"  translate  into  higher  profits.  If  there  were  an 
energy  crisis,  the  Senate  would  be  discussing  hardships  on  people  and 
not  incentives  for  profit.  How  do  you  expect  the  American  people  to 
believe  there  is  an  energ;^'  crisis  when  there  is  no  other  incentive  for 
the  energy  industry  besides  profit  ? 

I  ask  you.  Senator  Kennedy,  who  is  running  tliis  Government?  On 
April  20, 1977,  when  President  Carter  announced  his  Xational  Energy 
Plan,  he  stated :  "We  must  make  it  clear  to  everyone  that  our  people, 
through  their  government,  will  now  be  setting  our  energy  policy." 
Obviously,  this  was  not  clear  to  many  members  of  the  Senate  who  are 
more  concerned  with  corporate  contributions  for  their  next  campaign 
than  Avhether  their  constituents  are  still  alive  to  vote  in  the  next  elec- 
tion. Who  is  the  Senate  trying  to  kid?  Is  our  Government  going  to 
insure  the  American  people's  right  to  their  own  natural  resources  or 
is  our  Government  concerned  with  smiling  faces  in  the  corporate  board 
room  ? 

If  the  Senate  condemns  the  American  people  to  the  unregulated 
price  gouging  of  the  energy  industry,  they  are  admitting  that  the 
energy  crisis  is  a  crisis  of  profit.  The  Senate  is  condemning  America 
to  a  civil  war  of  profits  versus  people.  A  vote  for  deregulation  is  a  vote 
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for  assurino;  the  profits  of  a  few  at  the  expense  of  the  jjood  of  the  ma- 
jority. The  only  alternative  to  prevent  a  crisis  of  confidence  in  the 
American  Government  is  to  vote  against  deregulation  and  to  recon- 
sider lifeline  legislation. 

America  has  always  prided  itself  on  being  a  Government  of,  by  and 
for  the  peoj^le.  This  is  the  cornerstone  of  our  entire  human  rights  cam- 
paign. If  we  arc  to  be  about  the  business  of  ensuring  the  human  rights 
of  Americans,  now  is  the  time  for  the  Senate  to  tell  the  energy  indus- 
try :  "Ask  not  what  your  country  can  do  for  you,  but  what  you  can  do 
for  your  country." 

Thank  you. 

Senator  Kennedy.  You  are  absolutely  right  in  posing  that  question 
for  the  Senate  because  even  under  the  compromise,  so-called  compro- 
mise, it  is  still  outrageously  high  and  unconscionable. 

Ms.  CiNCOTTA.  That  is  our  feeling.  You  are  debating  life  or  death 
iind  how  much  blackmail  will  you  give  them.  They  will  come  back.  If 
we  cannot  pay  it  now,  what  is  the  difference?  You  will  just  have 
another  wave  of  abandonments. 

Community  people  have  had  to  learn  the  alphabet  of  FHA,  all  the 
bank  regulators.  Before  people  saw  what  happened  with  these  giants. 
Now  we  learn  where  is  the  FPC,  the  ICC,  and  as  the  gentlemen  say 
they  are  always  hollering  about  gas  increases  locally.  Something  has 
to  be  done.  We  tried  to  deal  with  part  of  it  with  a  Dingell  bill.  That 
got  washed  out. 

It  is  time  to  stop  and  do  something  now.  It  is  not  to  pay  $2.03  or 
$2.05.  Is  this  a  public  utility?  How  do  people  live,  cook,  and  keep  up 
their  homes?  I  think  we  are  in  a  life  or  death  kind  of  situation. 

Senator  Kennedy.  It  seems  to  me  that  you  hear  a  great  deal  about 
a  free  choice  and  a  free  and  open  market.  The  choices  that  are  having 
to  be  made  arc  whether  you  will  have  food  or  whether  you  will  be  able 
to  afford  your  medicines,  particularly  for  the  elderly  people,  whether 
you  will  be  able  to  keep  warm  in  the  winter.  I  think  those  are  unaccept- 
able choices  in  a  society  with  the  power  and  wealth  of  ours.  That  is 
what  you  are  spelling  out  very,  very  clearly. 

Ms.  CiNCOTTA.  No  matter  what  we  are  doing,  the  consumer  will  pay. 
If  we  keep  it  at  $2.03,  it  will  be  paid  through  gas  stamps,  oil  stamps, 
higher  taxes,  higher  school  bills,  higher  food.  It  doesn't  stop.  It  still 
comes  back  to  the  consumer.  If  that  is  the  only  victory  we  come  away 
with,  we  will  all  be  back  telling  more  sorry  stories.  Nobody  believed 
these  stories  for  4  years  until  you  had  thousands  of  buildings 
abandoned.  That  is  why  we  are  here  now  on  this. 

Senator  Kennedy.  That  is  why  we  wanted  to  hear  you. 

Ms.  CiNCOTTA.  Thank  you. 

Senator  Kennedy.  You  don't  have  to  do  much  to  convince  me.  What 
is  important  is  that  you  are  convincing  the  other  American  people  to 
get  after  their  members  of  Congress  and  Senators.  Phones  are  ringing 
off  the  hook  fi-om  these  lobbyists  here.  We  are  beginning  to  hear  from 
people  like  you.  If  we  do  hear,  hopefully  our  colleagues  will  respond 
accordingly. 

Mr.  Steffen,  presdent  of  Haverstall  Industries  is  a  farmer. 

Tell  us  about  yourself. 
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STATEMENT  OF  VINCENT  STEITEN,  PRESIDENT,  HAVERSTALL 

INDUSTRIES 

Mr.  Steffex.  Thank  you,  Senator,  for  inviting  me. 

I  greAv  up  on  a  farm  in  Blackhawk  County,  Iowa.  I  farm  on  a  small 
scale  today.  I  also  work  with  farmers  on  "a  day-to-day  basis  as  we 
build  farm  storage  equipment.  I  think  Natalie  said  it  very  well.  We 
are  in  this  together.  I  am  here  today  to  testify  in  behalf  of  our  Nation's 
and  the  woild's  food  producers,  the  farmers,  and  in  a  real  sense  on  be- 
half of  humankind. 

The  dependence  of  human  life  on  Earth  to  the  farmer  is  total.  Agri- 
culture is  the  umbilical  which  draws  food  from  mother  Earth  for 
human  populations.  The  self-serving  interests  within  our  population 
that  threatens  the  very  existence  of  agriculture  are  suicidal.  Not  only 
are  human  economies  dependent  on  agriculture,  but  human  existence 
itself  as  we  have  heard  this  morning.  When  we  speak  of  energy  we  also 
speak  of  food,  for  these  two  are  the  stutl'  of  life. 

I  submit  to  you  that  the  marketers  of  energy  are  farming  the  farmer 
to  gain  an  even  greater  dependency  on  them.  Their  strategy  is  to  use 
food  itself  to  blackmail  the  public  into  accepting  solutions  that  they, 
the  energy  industry,  propose. 

This  comes  right  at  a  time  when  the  plight  of  the  farmer  in  many 
ways  is  most  distressful  than  it  was  in  the  late  twenties  and  early 
thirties. 

I  submit  that,  deregulation  of  natural  gas  will  add  to  runaway 
energy  costs  in  all  forms,  will  increase  food  costs,  will  erode  the  sta- 
bility of  agriculture  by  giving  the  energy  industry  money  means  to 
regulate  and  control  agriculture,  to  possil)ly  control  ownership  and 
use  of  the  land  so  as  to  get  public  dependence  on  them,  not  only  for 
energy  but  also  for  food. 

The  consortium  of  energy  marketers  is  a  frightening  Fourth  World 
wliich  lacks  a  social  conscience,  which  places  public  need  and  well- 
being  after  self-interest.  This  self-interest  is  suicidal  and  intolerable. 
The  future  implications  of  giving  in  to  energy  market  pressures  are 
great. 

I  plead  on  behalf  of  economics  and  social  well-being,  not  just  farmers 
but  of  humankind.  I  urge  this  subcounnittee  to  deny  deregulation  of 
natural  gas  prices.  As  I  said,  we  heard  a  lot  about  the  needs  of  persons, 
but  food  is  certainly  one  of  these.  Coming  from  the  breadbasket  of  the 
world,  Iowa,  we  have  about  25  percent  of  grade  A  land  of  the  United 
States  between  the  ]\rississippi  and  the  ^Missouri  Rivers.  The  farmers 
are  certainly  part  of  this.  They  are  producers  as  well  as  consumers  of 
energy. 

Therefore,  Senator.  I  think  people  should  start  letting  their  repre- 
sentatives in  the  Congress  hear  them. 

I  realize  the  private  interest  efforts  of  lobbyists,  but  I  hope  the 
media  informs  in  the  public  interest  so  that  the  public  can  respond 
and  so  that  our  Congress  can  react  to  this  serious  situation. 

Senator  Kexxeoy.  It  is  interesting.  You  see,  the  interest  of  the 
farmer  in  Xew  Hampton  as  well  as  the  housewife  in  Chelsea  is  a  com- 
mon area  of  concern.  What  is  the  use  of  natural  gas  in  your  community 
among  farms  ?  Is  there  much  use  ? 
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Mr.  Steffen,  Used  for  crop  fertilization  and  crop  production.  We 
have  a  lar^je  frozen  food  manufacturer  in  the  city. 

Senator  Kexxedv.  Yon  are  ^ayino-  it  will  not  only  be  reflected  in  the 
utility  bills  of  the  consumers  back  East,  but  it  will  be  reflected  in  terms 
of  the  food  costs. 

Mr.  Steffen.  Yes,  both. 

Senator  Kenxedy.  Do  you  have  examples  of  where  the  utility  bills 
for  these  farmers  have  been  increasing  over  the  recent  period  of  time  ? 

JNIr.  Steffex'.  Yes.  I  think  there  should  be  more  done  in  the  area  of 
conservation,  w4th  respect  to  crop  drying. 

The  natural  air  for  many  centuries  has  cured  grain.  In  the  last  15 
years  the  farmer  has  been  told  to  use  heat  to  cure  grain.  I  think  that 
this  heat  technology  has  proven  that  heat  is  not  needed  to  cure  grain. 
Heat  is  a  destroyer  of  grain.  It  breaks  down  the  cell  walls  and  de- 
stroys food  value  of  grain  so  that  when  the  farmer  tries  to  export  it  he 
suffers  a  price  loss,  whereas  if  he  were  taught  proper  management  and 
proper  use  of  energy,  he  would  be  turning  the  heat  oif . 

This  is  an  area  of  conservation,  Senator,  people  should  be  made  more 
aware  of  rather  than  continually  pouring  more  gas  into  a  bushel.  That 
pouring  more  gas  into  a  bushel  of  grain  is  not  helping  but  hurting, 
also,  the  person  who  eats  this  unnutritious  food. 

Therefore,  I  would  encourage  an  investigation  into  this  area  to 
conserve. 

Senator  Kennedy.  Certainly  conservation  is  a  lot  cheaper  than  in- 
creased cost,  is  it  not  ? 

Mr.  Steffen.  Right.  This  is  an  area  wdiere  agriculture  could  make  a 
big  contribution  to  people  in  population  centers. 

Senator  Kennedy.  What  will  increased  cost  mean  to  the  income  of 
the  farmer  ? 

Mr.  Steffen.  It  will  skyrocket  his  cost  of  production.  It  will  mean 
many  farmers  will  be  leaving  the  farms  because  they  cannot  afford  the 
fixed  costs  of  these  fuels  tied  into  his  overall  production  costs.  It  will 
mean  fewer  farmers,  more  corporate  farms,  and  certainly  a  big  change 
in  wdiat  we  know  with  regard  to  the  American  farmer  today. 

Senator  Kex'^x^edy.  Thank  you  very  much. 

Now,  we  will  hear  from  David  Garner,  the  Public  Action  Council, 
Herrin,  111. 

STATEMENT  OF  DAVID  GARNER,  PUBLIC  ACTION  COUNCIL, 

HERRIN,  ILL. 

Mr.  Garner.  I  am  a  business  representative  for  district  lodge  111 
of  the  International  Association  of  Machinists  and  Aerospace  Work- 
ers, serving  my  union's  membership  in  an  18-county  region  of  extreme 
southern  Illinois.  I  am  also  active  in  the  Southern  (^ounties  Action 
Movement,  a  consumer  group  which  is  quite  involved  in  utility  issues. 
I  am  speaking  on  behalf  of  the  Illinois  Public  Action  Council  which  is 
a  statewide  association  of  consumer  groups. 

I  am  from  a  region  of  Illinois  which  is  a  particularly  hard-pressed 
and  disadvantaged  area.  We  have  relati\'ely  high  levels  of  unemploy- 
ment coupled  with  lower  than  average  wage  rates  for  those  who  do 
have  jobs.  We  have  proportionately  higher  percentages  of  senior  cit- 
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izens  and  other  low  income  persons.  A  \nr^e  number  of  our  people 
live  in  inade({uately  insulated  housing  and  therefore  pay  out  a  much 
larger  share  of  their  income  for  heating  their  homes. 

In  Crab  Orchard,  111.,  last  winter  a  family  with  seven  children  was 
forced  to  close  off  all  but  two  rooms  in  their  house  because  they  could 
not  afford  to  pay  the  fuel  bills  to  heat  all  of  the  house.  As  you  can 
imagine,  nine  people  living,  eating,  sleeping  in  two  rooms  created  a 
lot  of  stress  which  was  not  good  for  that  family. 

All  last  winter  a  retired  lady  in  Crainville,  111.  went  to  bed  at  6 
p.m.  and  got  up  late  every  morning  so  that  she  could  cut  her  gas  fur- 
nace down  to  55  degrees  to  save  on  her  fuel  bill. 

The  total  monthly  income  of  an  man  and  his  wife  living  in  "West 
Frankfort,  111.  is  $280.  In  January  of  this  year  their  electric  and  heat- 
ing bill  was  over  $140. 

These  illustrations  just  scratch  the  surface  of  the  problem  that  exists 
now.  If  natural  gas  deregulation  becomes  a  fact,  I  don't  know  how 
these  people  will  live  through  another  winter. 

All  of  us  have  read  of  the  recent  airplane  hijacking  by  members  of 
the  Japanese  red  army.  This  kind  of  thing  sickens  and  outrages  all  of 
us.  By  using  extortion  and  intimidation,  by  threatening  and  endanger- 
ing the  lives  and  well-being  of  the  passengers  and  crew,  these  interna- 
tional terrorists  are  able  to  force  payment  of  millions  of  dollars  in 
ransom. 

What  the  oil  companies  are  trying  to  do  today  is  not  really  very 
much  different.  They  are  attempting,  through  threats  and  intimida- 
tion, to  stampede  the  Senate  into  giving  the  oil  companies  additional 
billions  a  year  for  their  gas.  I  think  the  overwhehning  majority  of 
the  American  people  support  our  Government's  policy  which  is  not 
to  give  in  to  terrorists'  demands. 

Well,  the  American  people  don't  want  the  Senate  of  the  United 
States  to  give  in  to  the  outrageous  and  ungodly  demands  of  these  in- 
ternational oil  conglomerates. 

Thank  you. 

Senator  Kexxedy.  Have  you  heard  from  members  of  your  council 
about  their  concerns  with  regard  to  increase  in  prices  ? 

Mr.  Garner.  Yes,  sir.  The  people  in  our  region,  as  I  said,  are  pri- 
marily low  income.  We  have  a  high  level  of  unemployment  in  our  area. 

Senator  Kennedy.  What  is  your  level  of  unemployment  ? 

Mr.  Garner.  I  couldn't  give  you  specific  figures.  I  can  supply  them 
for  you. 

In  some  areas,  such  as  Cairo.  111.,  in  the  extreme  southern  section 
of  the  State,  they  have  a  high  level  of  unemployment.  I  service  a  plant 
there  and  out  of  a  workforce  of  600  we  have  about  150  to  160  people 
laid  off  now.  There  are  not  enough  jobs  to  go  around. 

Senator  Kennedy.  What  is  the  average  gas  bill  down  there? 

Mr.  Garner.  I  really  couldn't  give  you  an  average.  Some  of  the  peo- 
ple wlio  have  talked  to  me  about  it,  they  are  paying  $100  to  $120  a 
month  for  gas.  Electricity  rates  are  on  top  of  that. 

In  Cairo,  111.  I  was  talking  to  a  lady  a  while  back  and  she  was  pay- 
ing about  $65  for  natural  gas.  That  was  early  in  the  spring,  not  last 
winter. 
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Senator  Kennedy.  What  do  you  think  will  happen  if  they  double  the 
utility  rates?  Will  that  mean  a  lot  of  people  would  not  be  able  to  pay 
their  bills  or  not  be  able  to  buy  food  or  clothin<>:  for  their  families  ^ 

Mr.  Garner.  You  asked  earfier  for  specific  examples  of  what  people 
do  when  they  are  faced  with  these  problems.  I  talked  to  senior  citi- 
zens eating  beans  and  spaghetti.  The  only  place  these  people  have  to 
cut  back  is  on  food.  They  cannot  cut  back  on  housing.  They  have  to 
have  that.  They  have  to  have  medical  care.  Most  senior  citizens  clo 
have  larger  than  normal  medical  bills.  These  people  cut  back  on  their 
food  which  aggravates  their  health  problems. 

The  one  lady  I  mentioned  goes  to  bed  every  winter  at  6  p.m.  and 
stays  in  bed  to  keep  warm.  She  cuts  her  furnace  back  to  a  ridiculous 
level. 

Senator  Kennedy.  Is  that  right,  Ms.  Ryan,  about  the  diets  of  elderly 
people  ?  He  pointed  out  the  only  area  there  could  l^e  a  cutback  would 
be  in  the  food  budgets  of  senior  citizens.  Many  of  them  now  are  forced 
to  eat  spaghetti  and  beans  because  of  their  strained  budgets.  I  know, 
as  chairman  of  the  Health  Subcommittee,  the  problems  senior  citizens 
have  in  paying  for  drugs — often  $35  or  more  a  month.  Senator  Thur- 
mond and  i  have  introcluced  legislation  to  help  in  that  particular  area. 

But  when  you  look  at  their  costs  for  rent,  for  utilities,  and  for 
medicines,  the  only  thing  left  to  cut  down  on  is  food  and  nutrition. 
This  is  an  appalling  choice. 

When  you  talk  about  their  rent  and  their  utility,  the  only  thing  they 
really  can  generally  cut  down  on  is  food  and  nutrition. 

Mrs.  Ryan.  That  is  right. 

Senator  Kennedy.  This  is  a  vicious  cycle.  Has  this  been  your  ex- 
perience, too  ? 

Mrs,  Ryan.  We  find  with  our  senior  citizens  many  neglect  health 
care  on  the  preventive  side  because  they  have  to  eat  and  give  up  their 
health  until  it  is  an  actual  need  and  emergency.  Waiting  until  a  crisis 
arises  can  only  result  in  more  costly  health  care,  hospitalization,  and 
sometimes  contributes  to  the  death  of  older  people.  If  they  do  without 
food,  they  become  ill,  too.  It  is  a  vicious  circle  one  way  or  the  other. 

Senator  Kennedy.  I  want  to  thank  all  of  you  very  much. 

The  debate  is  going  on  the  floor  so  we  wanted  to  hear  from  you  and 
hopefully  use  your  message  in  the  course  of  our  debate.  It  has  been 
very  helpful. 

We  have  a  group  of  consumers  and  consumer  advocates  who  will  be 
starting  a  vigil  on  the  Senate  steps  following  these  hearings.  You  are 
all  invited  there.  Senator  Abourezk  will  be  glad  to  see  you  there.  We 
appreciate  your  telling  us  in  human  terms  what  the  situation  is. 

As  I  said  earlier,  we  are  debating  price  figures,  production,  debating 
what  the  impact  would  be  with  associated  gas  and  Outer  Continental 
Shelf,  databank,  definition  of  new^  gas,  vertical  and  horizontal  dives- 
titure, and  all  these  factors  which  have  an  important  impact.  However, 
you  have  told  us  what  it  means  in  human  terms — what  the  increased 
cost  means  in  human  terms. 

It  is  a  very  tragic  expense.  It  is  one  that  I  do  not  think  is  under- 
stood or  appreciated  by  the  American  people.  We  are  basically  balanc- 
ing this  against  unconscionable  profits  for  the  gas  producers 
if   this   legislation    passes.    Make   no   mistake    about    that.    It   is   a 
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breath  of  fresh  air  to  listen  to  people  who  understand  in  human  terms 
wliat  this  tragedy  will  mean  because,  friends,  what  we  have  been  lis- 
tening to  down  here  has  been  the  lobbyists  who  have  l:)een  speaking  to 
every  member  of  Congress  on  this  and  been  speaking  the  language  that 
tragically  too  many  of  our  colleagues  understand.  It  is  good  to  have 
you  here!!  and  we  hope  we  will  receive  thousands  of  more  telegrams  to 
Members  of  Congress  to  let  them  know  how  you  feel  about  this.  You 
have  made  a  splendid  record  here.  We  will  take  this  record  and  tell 
our  colleagues  in  Congress  about  it  and  I  hope  you  will  continue  to 
knock  on  doors,  ring  up  your  Congressmen  and  Senators  on  this  is- 
sue, and  speak  out  in  a  loud  and  clear  voice.  We  will  try  to  help  you 
every  way  we  possibly  can. 

[The  prepared  statements  of  Xatalie  Schneiderman,  Gale  Cincotta, 
and  Vincent  Steffan  follow  :] 

Prepared  Statement  of  Natalie  Schneiderman 

Thank  you  for  this  opportunity  to  speak  to  you  on  the  subject  of  deregulation 
of  natural  gas  prices. 

My  name  is  Xatalie  Schneiderman.  I  am  a  lifelong  resident  of  Chelsea, 
Massachusetts,  a  parent,  and  the  person  in  my  family  who  pays  the  bills.  Because 
I  do  pay  the  bills,  I  have  had  the  chance  to  watch  gas  bills  in  the  greater  Boston 
area  creep  up  and  then  take  off.  Since  .seeing  my  fixed  income  eaten  up  by  the 
gas  bill,  the  light  bill  and  the  oil  bill,  I've  been  working  with  my  neighbors  in 
Chelsea  and  with  people  throughout  Massachusetts  to  try  and  keep  the  bills 
down.  We  call  our  organization  Massachusetts  Fair  Share,  and  we  now  have 
thousands  of  members  throughout  the  Commonwealth  working  together  to  try 
and  make  sure  that  we  all  make  it  through  next  winter  without  ending  up  in 
the  poorhouse. 

For  the  past  few  weeks  we've  been  watching  the  debate  down  here  in  Washing- 
ton about  deregulating  natural  gas.  The  most  interesting  thing  I've  seen  is  the  at- 
tempts by  the  oil  companies  to  convince  the  people  that  higher  prices  are  good 
for  them.  As  best  as  I  can  luiderstand  it,  the  oil  companies  are  saying  that  if 
Congress  lets  them  raise  the  price  of  natural  gas  as  much  as  they  can  get  away 
with,  there  won't  be  any  more  shortages. 

In  Massachusetts,  we  like  to  think  of  ourselves  as  some  kind  of  national 
leader,  and  I'm  forced  to  report  that  we  already  lead  the  Nation  in  "enjoying" 
the  "benefits"  of  deregulation.  Since  our  gas  companies  use  more  imported 
liquified  natural  gas  than  the  companies  in  other  states,  we  didn't  have  much 
of  a  .shortage  of  Xatural  Gas  last  winter.  Our  gas  companies  (I  .say  our  gas 
companies  because  they  are  the  ones  we  seem  to  be  stuck  with)  simply  bought 
more  Algerian  LNG,  pumped  it  into  storage  tanks,  many  of  which  are  located 
near  my  home,  and  .sold  us  the  gas  at  about  a  2.5  percent  markup.  We  didn't  have 
a  shortage  of  natural  gas,  we  had  a  .serious  shortage  of  money  to  pay  for  the 
natural  gas.  We  didn't  have  much  of  a  problem  of  factories  being  closed  down 
to  save  gas,  gas  is  so  expensive  around  Massachusetts  already  that  factories 
with  any  choice  at  all  don't  u.se  it.  Mostly  they  heat  with  imported  fuel  oil.  The 
oil  companies  which  produce  natural  gas  look  like  their  giving  us.  a  choice: 
either  you  don't  get  enough  gas.  or  it  costs  too  much  to  buy.  Last  winter  a  lot 
of  places  were  on  one  side  of  this  choice,  and  we  were  on  the  other  side.  It's  a 
lousy  choice. 

Right  now  people  in  Chelsea  and  Boston  who  use  gas  for  cooking  and  hot 
water  end  up  paying  between  .$30  and  $50  every  2  months.  My  friends  who  heat 
Avith  gas  (and  about  one  family  in  six  does  heat  with  gas)  and  up  paying  $100 
per  month  or  more  during  the  winter,  even  when  they  only  have  a  small  apart- 
ment. During  the  months  that  were  the  coldest  when  Boston  Gas  used  a  lot  of 
imported  LNG.  the  heating  bills  would  jump  $10. 

Last  winter,  thousands  of  i)eople  couldn't  keep  up  with  their  bills.  Fair  Share 
and  others  got  most  gas  companies  to  agree  not  to  cut  off  people  during  the  winter. 
In  Fall  River,  where,  the  gas  company  didn't  agree  to  delay  shutolTs,  only  sus- 
tained public  pressure,  and  .some  federal  money,  avoided  tragedies.  Since  then,  the 
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Federal  Government  has  had  to  give  the  utility  companies  in  Massachn.setts 
literally  millions  of  dollars  to  pay  outstanding  bills  for  the  poor  and  elderly. 
Those  iinlueky  enough  to  l)e  slightly  too  well  off  to  yualify  have  been  really  hurt, 
as  have  the  thousands  of  ix)or  people  who  do  not  know  about  the  Government  aid 
programs. 

Meanwhile,  the  gas  companies  have  been  announcing  record  profits.  Boston 
Gas  collects  every  penney  from  those  who  can  afford  to  pay,  gets  a  big  check  from 
Uncle  Sam  for  part  of  the  bills  it  can't  collect,  and  raises  rates  to  the  rest  of  us  to 
cover  anything  that's  left  over.  It's  really  a  pretty  good  racket.  The  only  prol)lem 
with  it  is  that  there  are  a  lot  of  people  in  Chelsea,  Boston  and  throughout 
Massachusetts  who  don't  know  where  they  are  going  to  find  the  money  they  need 
to  heat  their  homes  this  winter. 

Now  we've  been  reading  that  you  are  considering  "deregulating"'  the  price  of 
pipeline  natural  gas.  Exxon  buy.s  rime  all  around  the  evening  TV  news  on  all 
three  networks  to  tell  us  that  "deregulation"  of  natural  gas  prices  is  the  best 
thing  for  us  since  fresh  vegetables.  The  Mobil  Oil  Co.  has  been  buying  a  lot  of 
.space  in  the  Boston  Herald  and  the  Globe  to  tell  us  the  same  sort  of  thing.  A  lot 
of  Senators,  mostly  from  states  with  pretty  mild  winters,  I  think,  seem  to  agree 
with  the  oil  companies. 

Now  "deregulate"  is  a  long  word,  and  everyone  tells  me  that  it's  hard  to 
figure  out  what  deregulation  will  mean  to  a  person  livini'?  in  Chelsea,  Mass.  I 
wish  I  could  tell  you  exactly  what  deregulation  would  do  to  my  gas  bill.  I  do 
know  for  sure  that  if  the  price  of  natural  gas  is  deregulated,  my  bill  is  going  up 
not  down,  and  I  know  that  where  I  live,  the  bills  are  already  too  high.  If  you 
deregulate  natural  gas,  you  should  be  prepared  to  spend  time  during  this  winter 
finding  Federal  money  to  give  away  to  prevent  i>eople  from  freezing. 

Now  some  people  in  New  England  have  been  saying  that  deregulation  of  gas 
prices  would  be  good  for  our  region.  Since  we  u.se  less  natural  gas  than  other 
areas,  these  people  say,  deregulation  will  hurt  other  areas  of  the  country  more 
than  it  will  hurt  us,  so  we'll  get  back  some  of  the  ground  we  lost  when  the  Arabs 
and  the  big  oil  companies  raise  oil  prices.  This  has  to  be  the  dumbest  idea  going 
around.  It  doesn't  do  me  a  bit  of  good  to  know  that  my  gas  bill  went  up  less  than 
someone  in  Ohio's  did.  I  don't  have  trouble  paying  bills  in  Ohio,  I  have  trouble 
paying  my  bills  in  Chel.sea,  Mass.  As  far  as  I  can  .see  we're  all  in  this  thing 
togethei-,  except  that  the  oil  companies  are  making  out  like  bandits. 

From  where  I  sit,  this  whole  deregulation  business  looks  like  fraud :  the  oil 
companies  don't  produce  gas,  create  shortages,  import  foreign  gas  at  outrageous 
prices,  and  then  demand  'that  you  allow  them  to  raise  prices  on  domestic  gas. 
We're  reaching  the  point  where  getting  robbed  by  an  oil  company  isn't  even  page 
three  news  anymore,  but  the  last  thing  we  need  is  for  Congress  to  legalize  tliis 
sort  of  robbery.  Deregulation  is  a  big  fraud,  i^eople  who  have  to  pay  gas  bill  to 
keep  warm,  or  to  cook  their  food  haven't  been  fooled.  I  hope  that  the  U.S.  Senate 
isn't  fooled  either. 


Prepared  Statement  of  Gale  Cincotta 

Across  the  country,  community  people  are  feeling  the  effects  of  another  unac- 
countable force  destroying  our  cities.  This  time,  though,  it  is  not  coming  from 
the  banks  or  from  HVD — but  from  the  monopolizing  energy  industries.  These 
giant  industries  provide  us  with  our  gas,  oil,  or  electricity  for  an  exor))itant  price. 
How  are  we  finding  out  about  these  ripoffs?  It  is  simple.  All  we  have  to  do  is  to 
look  at  our  utility  bills  from  these  companies. 

The  energy  industries  and  their  stockholders  are  reaping  the  benefits  from  our 
soaring  utility  bills.  Commonwealth  Edi.son  of  Chicago  reported  profits  of 
.$241.8  million,  a  16.9  percent  increase  over  the  previous  year.  Peoples  Gas  of 
Chicago  reiwrted  profits  of  $113  million,  a  17.6  ix^rcent  annual  increase  in  profits, 
while  their  shares  rose  39  percent.  Gulf  Oil  Coi-p.'s  annual  report  shows  that, 
"This  year  the  grin  is  in."  and  that  the  smiles  in  the  boardrooms  are  from  ear  to 
ear.  Many  companies,  such  as  Northern  Natural  Gas  Company,  are  advertising  for 
more  stockholders  through  campaigns  about  their  increasing  profits.  All  this 
demonstrates  that  the  priority  of  the  energy  industry  is  their  executives  and 
their  stockholders,  while  they  continue  to  neglect  their  resiwnsibility  to  the 
consumers  of  America. 
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Because  of  the  rising  utility  bills  in  the  winter  of  1976  through  1977,  people 
were  forcetl  to  make  a  far-reaching  decision :  which  bill  to  pay.  In  many  cases, 
the  utility  bills  were  higher  than  the  mortgage  or  rent.  For  the  first  time,  many 
people  were  faced  with  not  having  enough  money  to  pay  all  their  l)ills.  It  has 
come  to  the  point  of  choosing  which  is  more  imiwriant :  a  place  to  live,  heat,  or 
food.  Many  people  had  their  homes  foreclosed.  Many  resorted  to  eating  garbage 
or  dogfood.  Many  went  without  heat  and  became  sick  or  died.  As  stated  by  David 
S.  ychwarts,  an  adjunct  professor  in  economics  at  Michigan  State  University 
I'ublic  Utilities  Project  in  Bethesda,  Maryland,  'There  is  no  protection  for  the 
consumer  whatsoever." 

This  all  leads  to  the  destruction  of  our  neighborhoods.  People  have  had  to 
abandon  their  homes  because  they  could  not  keep  up  with  the  mounting  bills.  The 
Sallis  family  of  Chicago  had  their  gas  shut  off  and  then  had  their  home  fore- 
closed because  of  the  mounting  bills.  This  new  cause  of  abandonment  leads  to  the 
further  decay  of  our  nation's  cities. 

America  has  become  so  large  that  we  forget  where  we  come  from,  the  grass- 
roots :  tliirteen  disorganized  colonies  who  demanded  representation  if  there  was 
taxation ;  a  president  who  was  boru  in  a  log  cabiu  and  issued  an  emancipation, 
proclamation  ;  a  country  that  would  respond  to  human  need  after  a  devastating 
war  in  the  form  of  a  Marshall  plan.  The  strength  of  this  Nation  has  l)een  that  we 
always  have  had  the  belief  in  the  rights  and  dignity  of  the  grass  roots  people. 
What  is  happening  totlay  in  America  is  that  the  little  people  are  being  told  that 
they  do  not  coiint,  they  will  be  used  as  children  in  the  Crusades,  they  will  he  the 
victims  of  big  business. 

I'oint :  The  Sallis  family,  2217  W.  Cortez,  two  children,  income  $12,400.  Mr. 
Sallis  was  injured  on  his  job.  Their  monthly  mortgage  payments  were  $155.00. 
Then  came  the  winter  of  l!>7t>-77,  and  the  utility  bill  for  January  was  $185,  and 
for  February  $147.  Without  iiis  regular  income,  the  family  could  not  pay  both  the 
heating  bill  and  the  mortgage.  Today  the  .Sallis  family  is  renting  an  apartment, 
and,  I  am  sorry  to  say,  the  Sallis  family  have  lost  the  American  dream  of  owning 
their  own  home,  because  someone  wanted  to  earn  17.6  percent  return  on  their 
money.  The  Sallis  family  is  now  on  public  assistance :  not  because  of  laziness, 
not  because  of  an  inherited  public  welfare  syndrome,  not  because  they  want  a 
free  ride,  but  because  of  the  profit  motive  of  the  energy  industry. 

Point :  Mrs.  Stanley  Koziol,  widow,  senior  citizen,  with  one  son  who  was 
killed  in  the  armed  services.  She  receives  $230  a  month  in  social  security.  In 
February  1977,  her  heating  bill  was  $180.  That  meant  she  had  $50  to  live  on. 
When  people  have  spent  their  life  working,  and  have  given  up  a  son  for  America, 
we  ask  them  to  live  on  $50  a  month.  Because  of  last  winter's  cold,  Mrs.  Koziol  had 
to  give  up  her  home  and  move  into  a  senior  citizen's  housing  project  and  go  on 
public  aid. 

Our  government  is  telling  the  Sallis  family,  Mrs.  Koziol,  and  the  American 
people :  pay  taxes,  give  us  your  sons,  and  in  return  we  will  give  you  a  gold  star 
and  high  utility  bills.  That,  Senator  Kennedy,  is  what  led  to  the  first  revolution 
of  America,  when  13  colonies  said  they  would  not  accept  taxation  without 
representation. 

People  do  not  know  the  difference  between  new  and  old  gas.  To  them  interstate 
and  intrastate  rates  do  remain  a  mystery.  What  people  do  know  is  cold  showers 
and  cold  meals  as  pointed  out  in  yesterday's  Xcw  York  Times  article  on  Crystal 
City,  Texas.  As  the  Mayor  of  Crystal  City  will  tell  you,  the  i)eople  there  are 
being  charged  $2.05  for  a  thou.sand  cubic  meet  of  natural  gas.  High  prices  for 
natural  gas  ha.s  reduced  consumption  there  to  zero.  How  many  other  horror 
stories  will  occur  when  the  temperature  goes  below  zero? 

What  is  the  Senate  doing  but  filibustering  this  debate  of  the  century  on  de- 
regulation to  death,  and  possibly  leaving  the  question  unresolved  until  they 
reconvene  in  January.  By  then  there  \A'ill  be  hundreds  of  i)eople  who  literally 
have  been  filibustered  to  death  without  ever  having  had  any  input  into  this 
question  of  natural  gas  pricing.  Who  have  had  input  and  who  have  been  allowed 
to  make  their  voice  heard  in  the  halls  of  Congress?  Certainly  not  the  American 
people. 

When  National  People's  Action  had  2,500  people  in  Washington  on  June  12  and 
13,  they  attended  Rep.  John  Dingell's  House  Subcommittee  on  Energy  and  won 
some  hope  of  utility  rate  reform.  Now  we  find  that  the  Senate  has  killed  that 
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hope  by  refusiiifc  to  federally  mandate  rate  changes  to  reflect  actual  delivery 
costs  of  electricity  and  natural  gas.  Meanwhile,  thousands  of  high  industry  lobby- 
ists have  persuaded  members  of  the  Senate  to  kill  the  administration's  proposal 
to  continue  controls  on  natural  gas  and  extend  them  to  the  intrastate  market. 

Now  we  find  out  that  the  latest  compromise  is  offering  a  ceiling  of  .i;2.03  per 
thousand  cubic  feet  and  no  extension  of  controls  to  the  intrastate  market.  What 
kind  of  compromise  is  that  to  the  people  of  Crystal  City,  Texas,  who  cannot 
afford  $2.05?  This  Senate  debate  is  only  serving  to  pit  consumers  against  the 
industry.  Our  national  energy  crisis  is  rapidly  becoming  an  energy  civil  war. 

If  there  really  were  an  energy  crisis,  we  would  all  be  working  together.  But 
instead  the  debate  has  centered  on  providing  incentives  to  the  energy  industry 
to  profit  off  America's  energy  problems.  The  Senate  is  forcing  the  people  of 
America  into  a  fight  for  survival,  a  tight  for  their  right  to  heat  their  homes  and 
feed  their  children.  The  Senate  is  not  debating  how  to  keep  our  schools  and 
factories  open.  They  are  debating  how  many  "incentives"  the  energy  industry 
needs.  But  when  you  translate  the  word  "incentives"  into  English  and  take  it 
out  of  the  hands  of  Texas  oilmen  who  are  talking  about  it  as  a  bigger  rate  of 
return,  "incentives"  translate  into  higher  profits.  If  there  were  an  energy  crisis, 
the  Senate  w^ould  be  discussing  hardships  on  people  and  not  incentives  for  profit. 
How  do  you  expect  the  American  people  to  believe  there  is  an  energy  crisis 
when  there  is  no  other  incentive  for  the  energy  industry  besides  profit? 

I  ask  you,  Senator  Kennedy,  who  is  running  this  Government?  On  April  20, 
1977,  when  President  Carter  announced  his  National  Energy  Plan,  he  stated  :  "'We 
must  make  it  clear  to  everyone  that  our  people,  through  their  government,  will 
now  be  setting  our  energy  policy."  Obviously,  this  w«s  not  clear  to  many  mem- 
bers of  the  Senate  who  are  more  concerned  with  corporate  contributions  for  their 
next  campaign  than  whether  their  constituents  are  still  alive  to  vote  in  the  next 
election.  Who  is  the  Senate  trying  to  kid?  Is  our  Government  going  to  ensure 
the  American  people's  right  to  their  own  natural  resources  or  is  our  Government 
concerned  with  smiling  faces  in  the  corporate  board  rooms? 

If  the  Senate  condemns  the  American  people  to  the  unregulated  price  gouging 
of  the  energy  industry,  they  are  admitting  that  the  energy  crisis  is  a  crisis  for 
profit.  The  Senate  is  condemning  America  to  a  civil  war  of  profits  versus  i^eople. 
A  vote  for  deregiilation  is  a  vote  for  assuring  the  profits  of  a  few  at  the  expense 
of  the  good  of  the  majority.  The  only  alternative  to  prevent  a  crisis  of  confidence 
in  the  American  government  is  to  vote  against  deregulation  and  to  reconsider 
lifeline  legislation. 

America  has  always  prided  itself  on  being  a  government  of,  by  and  for  the 
people.  This  is  the  cornerstone  of  our  entire  human  rights  campaign.  If  we  are 
to  be  about  the  business  of  ensuring  the  human  rights  of  Americans  now  is  the 
time  for  the  Senate  to  tell  the  energy  industry  :  "Ask  not  what  your  country  can 
do  for  you,  but  what  you  can  do  for  your  country." 


Prepared   Statement  of  Vincent   Steffen 

Senator  Kennedy,  Members  of  the  Committee,  Ladies  and  Gentlemen. 

I  appreciate  and  thank  you  for  the  opportunity  to  appear  and  express  my  views. 

Energy  is  a  weapon  of  Idackmail,  and  a  weapon  of  social  slavery  .... 

I  am  here  today  to  testify  in  behalf  of  our  nations,  and  the  worlds  food  pro- 
ducer, the  farmer.  And  in  a  real  sense,  on  behalf  of  humankind.  Tlie  dependence 
of  human  life  on  earth  to  the  farmer  is  total.  Agriculture  is  the  embilical  that 
draws  food  from  mother  earth  for  the  human  population.  Self  serving  interests 
within  our  population  that  threaten  tlie  very  existence  of  agriculture  are  sui- 
cidal, not  only  are  human  economie:--  dependent  on  agriculture,  but  human  exist- 
ence itself  is.  When  we  speak  of  energy,  we  also  speak  of  food,  for  these  two  are 
the  staff  of  life. 

I  submit  to  you  that  the  marketers  of  energy  are  "farming  the  farmer"  to  gain 
an  even  greater  dependency  on  them,  tlie  marketers.  Their  strategy  is  to  use  food 
itself  to  blackmail  the  public  into  accepting  the  solutions  that  they,  the  energy 
industry  propose.  This  comes  right  at  a  time  when  the  plight  of  the  farmer  in 
many  ways  is  more  distressful  that  it  was  in  the  late  twenties  and  early  thirties. 
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I  submit  that  deregulation  of  natural  gas  will  add  to  runaway  energy  costs  in 
all  forms,  will  increase  food  costs,  will  erode  the  stability  of  agriculture  by  giving 
the  energy  industry  money  means  to  regulate  find  control  agriculture,  to  possibly 
control  ownership  and  use  of  land  so  as  to  entrench  public  dependency  on  them 
not  only  for  energy  but  also  for  food.  The  consortium  of  energy  marketers  is  a 
frightening  "fourth  world"  which  lacks  a  social  conscience,  which  conscience 
places  public  need  and  well  being  after  self  interest.  This  self  interest  is  suicidal 
and  intolerable. 

The  future  implications  of  giving  in  to  energy  market  pres.sures  are  grave.  I 
plead  on  behalf  of  economic  and  social  wellbeing,  not  just  farmers,  but  of  human- 
kind. I  urge  that  this  committee  deny  the  deregulation  of  natural  gas  pricing. 

Documents    in    Support   of    Testimony   Given   by   Vincent   B.    Steffen 

Document  1 :  Testimony  presented  before  the  Federal  Energy  Administration 

"Project  Independence".  September  12, 1974. 
Document  2  :  Letter  in  Agricultural  E^ngineering.  July  1977.  Page  56. 
Document  3 :  Address  of  S.  L.   Steffen  to  Farmers  Grain  and  Energy  Council 

"Social  Implications  of  Grain  and  Energy". 
Document  4:  Constitution  of  The  Farmers  Grain  and  Energy  Council. 
Document  5:  Resolutions  of  The  Second  Annual  Meeting  of  The  Farmers  Grain 

and  Energy  Council. 
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Document  1 


"PROJECT  INDEPENDENCE"  TESTIMONY  September  12,  1974 

FEDERAL  ENERGY  ADMINISTRATION  Crown  Center  Hotel 

REGION  ^^[I  Kansas  City,  Mo. 


No  human  need  is  more  critical  than  food — and  since  food  production 
is  critically  dependent  on  fossil  fuels,  agriculture  must  be  given 
first  priority  in  their  allocation. 

Because  world  reserves  of  fossil  fuels  are  fast  disappearing,  con- 
servation is  an  even  greater  priority  than  allocation — for  what  no 
longer  exists  cannot  be  allocated.  As  a  major  consumer  of  fossil 
fuels,  agriculture  represents  a  most  fruitful  area  for  conservation 
practices. 

In  recent  years,  drying  of  grain  has  come  to  consume  up  to  3  times 
more  energy  than  used  in  its  production.  The  tragedy  of  this"come- 
lately"  technology  is  that  not  only  is  it  unnecessary  but  it  is  basic- 
ally wrong.   The  world  has  neither  fuel  nor  food  to  burn  but  heated 
air  drying  of  grain  does  both.  This  wasteful  technology  fuels  inflation 
to  the  amount  of  180  million  dollars  annually  in  unnecessary  drying 
costs  to  farmers,  and  to  the  amount  of  1.35  billion  dollars  annually 
in  destruction  of  food  grain. 

Ladies  and  gentlemen,  such  waste  is  imconscionable  with  the  knowledge 
that  millions  starve  annually  while  others  shiver  through  winters  be- 
cause energy  is  allocated  to  burn  up  grain! 

Allow  me  to  submit  to  the  members  of  the  panel  a  copy  of  caiAIN  ECOLOGY 
which  documents  an  urgently  needed  technology  of  conserving  energy 
and  preserving  grain.   It  is  our  hope  that  this  information  can  be 
translated  into  a  meaningful  summary  for  the  Project  Independence 
Blueprint. 


Sylvester  L.  Steffen,  Biologist  Vincent  B.  Steffen,  President 

HARVESTALL  INDUSTRIES,  INC.  HARVESTALL  INDUSTRIES,  INC. 

3  North  walnut  Avenue  3  North  Walnut  Avenue 

New  Hampton,  Iowa  50659  ^ew  Hampton,  Iowa 

Dial  (515)394-4115 
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GRAIN  ECOLOGY: 
An  Energy  Perspective 

In  a  world  wanting  for  food  and  energy,  grain  is  suddenly  more 
valuable  than  money,  grain  is  life!  As  common  citizens  of  space-ship 
earth,  all  must  awake  to  this  world  reality  and  stop  wasteful  habits 
that  burn  food  and  energy. 

The  widespread  practice  of  harvesting  uncured  grains  has  given 
rise  to  a  technology  of  waste  —  waste  of  grain  and  waste  of  energy  — 
with  the  hasty  and  premature  removal  of  seed  moisture  by  means  of 
heated  air  drying. 

GAS-DRYING  WASTES  FUEL.   It  is  difficult  to  picture  the  magni- 
tude of  energy  used  for  drying  corn.  Three-times  more  energy  is  con- 
sumed in  drying  grain  than  in  producing  it.  Annual  corn  production  is 
approximately  6  billion  bushels,  of  which  60%   is  heat  dried  (3.6  billion 
bushels).  Approximately  20,000  BTU  per  bushel  of  energy  is  expended  to 
remove  10  percentage  points  of  moisture  (25^  to  1S%)   in  the  drying 
process.  Thus,  the  actual  expenditure  of  energy,  annually  is  approx- 
imately 72  TRILLION  BTU  or  the  equivalent  energy  contained  in  800 
million  gallons  of  propane.  At  300  per  gallon  this  represents  drying 
costs  to  farmers  of  240  million  dollars  annually. 

Contrast  this  with  the  reality  that:   with  optimum  utilization 
of  natural  air  for  drying  this  same  grain,  as  it  is  stored,  over  a 
longer  period  of  time  (90  days)  the  same  removal  of  moisture  can  be 
accomplished  with  only  ^th  the  expenditure  of  energy,  which  means  a 
savings  of  180  million  dollars  annually . 
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GAS-HEAT  DESTROYS  GRAIN.  The  heat  and  moisture  produced  by  gas- 
combustion  during  drying  creates  a  pathological  environment  for  grain. 
Moisture  and  warmth  accelerate  seed  respiration  causing  deterioration 
of  the  germ  and  consumption  of  seed  carbohydrates.  Moisture  and  warmth 
create  an  environment  that  promotes  mold  and  bacterial  infestation  of 
the  grain,  thus  greatly  increasing  the  probability  of  the  development 
of  toxins  within  the  grain  (particularly  in  warm  weather  and  very  im- 
mature grain). 

Combustion  contaminants,  namely  water  and  hydrocarbons  introduce 
an  acid  condition  to  undried  grain  that  frequently  rusts  grain-bin  walls 
within  the  first  year  and  effect  food  grain  itself  in  ways  not  yet 
investigated. 

Higher  levels  of  heat  commonly  employed  caramelize  sugars,  de- 
nature proteins,  break  down  cell -walls  and  totally  destroy  seed  viability 
and  natural  resistance  against  deterioration  when  stored  subsequently. 

Kernel  breakage  and  pulverization  of  kernel  contents  is  inevitable 

to  the  high-heat  method  employed.  Conservative  experience  shows  a  1,2S% 

shrink  for  each  percentage  point  of  moisture  removed,  thus  12^^  shrink 
when  drying  10  percentage  points. 

Contrast  this  with  gentle  curing  of  grain  in  ventilated  storage 
which  through  evaporative  cooling  induces  dormancy  in  both  the  seed  and 
micro-organisms  thereby  preventing  deterioration  of  the  life  system, 
and  which  allows  the  physiological  processes  (synthesis/hydrolysis)  to 
occur  within  the  natural  seed  cycle  so  as  to  bring  it  to  full  maturity 
and  value.   B^  actual  weight,  10^  more  grain  can  be  marketed  annually 
by  employing  this  technique  against  heated  air  drying.  This  represents 


63 


033!\ 


c^ 


M-J 


^ 


=J    .=5    ^       ... 

^     *:^    ^g    ?  .1 

"^    '^^    ^    IP 


»   S  2 

s?  S  ^ 


i 


3 


==5 


3 


^ 


1^ 


§g 

m  & 

««  § 


e«*        s 


^     »      ^     ;^ 

ma  SNomia± 


•e 


64 


450  million  MORE  bushels  of  grain  for  marketing  and  at  $3.00  per  bushel 
represents  an  additional  income  of  1.35  billion  dollars  to  farmers 
annually. 

GAS-DRYING  IS  A  HAZARD  TO  HUMANS.  Food  Contamination.  Creating 
an  environment  in  grain  which  promotes  mold  and  bacterial  infestation  may 
have,  as  yet,  unrealized  damaging  effects  on  human  health  due  to  toxins 
introduced  into  the  human  food  chain  with  consumption,  whether  directly, 
or  indirectly  through  meat,  milk,  etc. 

Air  Pollution.  The  direct  introduction  of  products  of  combustion  into 
the  grain  together  with  high  temperatures  causes  pollution  of  the  at- 
mosphere as  well;  volatilization  of  unstable  grain  particulates  and 
their  dissemination  into  the  air  is  a  problem  for  people  with  allergies 
to  grain.   Physical  particles  of  grain,  chaff,  etc.,  blow  in  the  wind, 
and  not  uncommonly  collect  in  drifts  to  be  caught  up  again  in  shifting 
breezes  to  hazard  eyes  and  breathing. 

Noise  Pollution.   The  continuous  noise  of  dryers  in  operation  is  be- 
coming each  year  an  increasing  source  of  friction  in  commnnities  where 
schools,  rest  homes,  hospitals  and  townfolk  are  constantly  exposed  to 
this  irritation. 

Injury  Hazard.  Explosions  and  fires  in  dryers  are  a  constant  threat; 
perhaps  even  more  so  as  pollution-control  equipment  collects  air-borne 
debris,  and  in  trapping  it  restricts  the  free-flow  of  air  through  the 
grain. 

COSTLY  TO  ECONOMY.  Heated  air  drying  represents  an  unnecessary  180 
million  dollar,  annual  expense;  grainweight  loss  due  to  exposure  of 
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grain  to  heated  air  accounts  for  an  additional  1.35  billion  dollars 
per  year  loss.  Both  of  these  costs  (1.53  billion  dollars)  are  paid  for 
by  the  consumer  public  in  higher  food  costs.  The  shortage  and  spiraling 
costs  of  propane  and  all  fossil-fuels  are  a  serious  contribution  to  in- 
flation. 

GAS-DRYING  ADDS  TO  MARKET  COSTS.  Until  field-shelling  of  high- 
moisture  grain  and  drying  gained  acceptance,  farmers  provided  their 
own  storage  facilities  for  taking  care  of  the  grain  they  grew,  and 
generally  they  marketed  their  grain  in  an  orderly  way  over  longer 
periods  of  time.  Today  this  pattern  is  destroyed.  Concentrated  flow 
of  grain  from  farms  to  market  is  over  a  shorter  priod  of  time  —  a 
glut  of  grain  flows  to  country  elevators  whose  capabilities  are  strained 
to  an  extreme.  Because  of  inadequate  facilities,  the  country  elevators 
must  keep  the  grain  flowing  to  processors,  thus  adding  new  pressures  on 
transportation  facilities  representing  added  expenditures  of  energy. 

This  congestion  at  market-time  depresses  grain  prices  and  forces 
the  farmer  to  sell  his  grain  for  less  than  its  real  value. 

SIMPLER  SOLUTION.  The  need  at  harvest-time  is  not  for  more 
fossil-fuel,  it  is  not  necessarily  for  more  trucks  and  hopper-bottom 
railcars,  but,  the  need  is  for  more  on- farm  storage  facilities  and 
better  management  know-how. 

Because  of  the  extreme  perishability  of  food-grain,  proper  manage- 
ment must  begin  "from  moment  of  harvest".  This  problem  is  so  great 
that  it  can  be  resolved  only  when  each  individual  farmer  himself  takes 
care  of  the  grain  he  produces;  only  then  will  the  food-value  of  his  grain 
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be  preserved;  only  then  will  energy  be  conserved;  only  then  will  food- 
grain  flow  into  the  markets  in  an  orderly  way. 

Until  now,  farmers  have  been  reluctant  to  build  their  own  facilities 
because  of  their  realization  that  heated  air  drying  is  destructive, 
hazardous  and  costly.  The  technology  must  be  better  before  they  will 
buy  it! 

GOVERNMENT  RESPONSIBILITY.  The  production,  preservation  and 
orderly  marketing  of  food-grain  is  in  the  best  interest  of  the  pro- 
ducer, the  consumer,  the  nation  and  the  world.   Governments  should 
encourage  this  beneficial  effect;  it  can  best  do  it  by  encouraging 
farmers  to  build  grain  storage  facilities  that  will  maximize  preser- 
vation of  food-grain  while  minimizing  energy  consumption. 

Government  can: 

1)  educa.te  to  better  use  of  energy,  specifically  as  to  current 
practises  of  energy-abuse  in  drying  grain; 

2)  allocate  energy  to  priorities,  i.e.,  food  production  not  food 
destruction. 

3)  encourage  construction  of  energy-saving,  grain-conserving  systems 
on  farms. 

Governmental  farm  programs  should  provide  loan  opportunities 
to  farmers  which  facilitate  the  purchase  and  installation  of  food-grain- 
storage  systems  at  favorable  interest  rates  and  longer  terms. 
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Document  2 


Develop  the  engineering  management  skills  j'ou 

need  to  gain  top  management  recognition — 

rapid  advancement 

Management  Games  Institute,  Inc  is  coop- 
efating  with  ASAE  to  make  this  educational 
and  well-written  course  available  to  those 
who  desire  to  increase  their  skills  m  manage- 
ment, ASAE  members  can  now  improve  their 
knowledge  of  management  practices  in  their 
spare  time  and  at  their  own  pace. 
The  Engineering  Manager  Game  Seminar 
comes  in  three  Learning  Units: 

I  The  Basic  Skills  of  Engirieering  Management 

II.  The  Practice  of  Management  in  Engineering 

III.  Management  of  an  Engineering  Department 

This  course,  which  has  been  used  by  other 
organizations  such  as  ASCE,  SME,  and  IEEE, 
can  be  completed  in  approximately  60  hours 
of  spare  time  at  a  cost  of  only  $150  in  the 
United  States  and  Canada  and  $195  in  other 
countries.  MGI  guarantees  a  10-day  free  risk 
trial  period  in  which  Unit  I  can  be  inspected 
and  returned  if  It  does  not  satisfy  the 
enrollee. 


For  more  information  write  or  call 

WiUiam  A.  Cook,  Staff  Engineer 

American  Society  of  Agricultural  Engineers 

P.O.  Box  410 

Si.  JoMph.  MI  49085 

Telephone:  (616)  429-0300 
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Does  Energy  Equal  Food? 

As  an  energy-conscious  citizen,  I  can't  help  but 
notice  the  increasing  juxtaposition  of  ENERGY  and 
FOOD.  For  example,  ASAE  Summer  Meeting  "Food. 
Fibre  and  the  Future";  address  of  Mr.  Tessieri  of 
TEXACO  "Energy.  Food  and  The  Future";  ASAE  Win- 
ter Meeting  "The  Food-Energy  Fix";  the  recent  name 
change  of  the  Farm  Electrification  Council  to  "Food  and 
Energy  Council". 

There  is  an  age-old  saying:  "No  one  is  a  judge  in 
his  own  cause".  Yet  I  have  the  very  uncomfortable  feel- 
ing thai  the  marketers  of  energy  are  setting  themselves 
up  as  judges  telling  the  rest  of  us  that  they  have  the  best 
answers,  not  only  for  energy,  but  for  food  \  1  would  not 
expect  them  to  find  answers  that  would  make  the  public 
less  energy  dependent  on  them. 

All  this  looks  like  a  Pavlov-conditioning  situation 
to  create  a  public  mentality  that  will  swallow  their  bitter 
pill.  Let's  see  some  positive  input  from  innovative 
ASAE'ers  that  will  reduce  public  dependency  on  the 
marketers  of  energy.  That  is  the  real  potential  of  wind 
and  solar  energy! 

SYLVESTER  L.  STEFFEN 
Member  ASAE 
Harvestall  Industries.  Inc. 
New  Hampton,  lA  50659 


Oops  —  Wrong  Pix! 

ROGER  TUOMI's  article  m  the  May  issue  carried,  as  Fig  4.  the  cap- 
tion identifying  it  as  "Full-scale  sections  of  truss-framed  house  being 
tested  in  the  Structures  Laboratory  at  West  Virginia  University." 
The  above  picture  should  have  appeared  with  that  caption  as  Fig.  5. 
This  caption  should  have  been  earned  with  the  photograph  appearing 
as  Fig.  4:  "Major  weaknesses  in  conventional  construction  under 
natural  hazards  are  in  joints  Here  the  roof  has  been  blown  off.  leav- 
ing the  rest  of  the  house  relatively  intact  "  Author  Tuomi  is  with  the 
Forest  Products  Laboratory,  Forest  Service.  U6DA 
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Document  3 

Social  Implications  of  Grain  &  Energy 
Sylvester  L.  Steffen,  Biologist 

When  one  stops  and  thinks  about  this  title,  any  number  of  possibilities 
suggest  themselves.  This  seemed  to  me  a  timely  subject  and  I  approached 
several  people  who  I  thought  would  present  an  interesting  and  worth- 
while message.   But  after  considering  the  invitation  for  a  time,  they 
all  declined.  Then  I  began  to  wonder  about  the  subject,  thinking  it 
must  be  too  contemporary  for  anyone  to  take  on.  I  still  think  it  is  a 
timely  and  important  subject,  even  though  I  realize  that  only  a  fool 
treads  upon  ground  which  wise  men  avoid.  So  be  considerate  of  me  as  I 
try. 

You  may  have  noticed  the  display  titled  "GRAIN  MAKES  THE  WORLD  GO  ROUND". 
This  was  the  work  of  my  eldest  daughter  entered  at  the  1973  Science  Fair. 
And  I  think  it  illustrates  the  vital  role  played  by  grain  in  the  social 
evolution  of  man.  Also  it  suggests  the  evolution  of  an  energy  dependent 
agriculture.  Today  in  a  highly  intensive  agriculture,  and  a  highly  mechanized 
agriculture,  a  new  dimension  has  arisen,  and  that  dimension  is  competition 
for  earth's  dwindling  reserves  of  energy  to  satisfy  the  demands  of  all 
society.  Energy  now  has  become  a  critical  factor  in  the  production  of  food. 

The  "energy"  subject  is  complicated.  It  has  many  facets.  In  an  energy 
intensive,  mobile  society,  the  threat  of  losing  some  of  the  conveniences 
and  even  necessities  made  possible  by  abundant  energy,  is  not  a  pleasant 
prospect.  Major  business  enterprises  are  built  around  the  marketing  of 
energy,  and  the  economic  threat  to  these  enterprises  from  an  empty  barrel 
is  also  not  a  pleasant  prospect.  The  human  population  on  earth  continues 
to  grow  and  continues  to  increase  its^need  for  energy  while  the  avail-  . 
ability  of  it  diminishes. 
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Thus,  a  dangerous  stage  is  being  set  wherein  society  is  demanding  more 
energy  from  the  marketers  of  energy  who  cannot  supply  it  in  their  ac- 
customed way  because  the  sources  they've  depended  upon  in  the  past  are 
no  longer  available.  And  they  are  forced  to  find  and  to  employ  alternate 
methods  of  producing  marketable  energy.  This  problem  is  mankind's  problem. 
On  the  one  hand,  it  is  unreal  for  society  to  make  demands  for  energy  which 
cannot  possibly  be  met,  given  the  tools  and  resources  available,  and  on 
the  other  hand,  it  is  unreal  for  the  marketers  of  energy  to  use  the  public 
hunger  for  more  energy  to  tighten  public  dependency  on  them  for  it.  But 
both  of  these  unreal  forces  exist  and  contain  the  potential  of  unleashing 
forces  that  can  destroy  the  human  environment.  Already  they  are  a  source 
of  confrontation  between  what  we  might  call  "public  interest"  and  "private 
interest".  It  is  in  the  political  arena  where  the  confrontation  is  staged, 
but  not  where  it  is  resolved.  And  that  is  the  dilemma,  how  is  it  resolved? 

I  would  say  THINK  BASIC.  Aware  of  the  many  minds  at  work  to  solve  this 
problem,  I  would  be  a  fool  to  think  I  had  the  answer,  yet  it  seems  the 
answers  being  proposed  are  lacking.   To  find  an  answer  it  seems  quite  ob- 
vious that  the  problem  has  first  to  be  understood  so  that  a  correct  starting 
point  can  be  established,  and  from  there,  develope  a  logic  which  systemat- 
ically addresses  itself  to  causes  and  applies  solutions  as  these  are  iden- 
tified. It  .will  be  toward  identifying  some  logic  that  has  a  prospect  of 
leading  toward  solutions  that  I  will  address  myself. 

I  would  say  THINK  BIOLOGICAL.  The  existence  of  life  on  earth  is  not  man's 
doing.  Man  has  been  bom  into  a  highly  complex  and  interdependent  society 
of  living  systems.  The  existence  of  these  living  systems  is  possible 
because  the  earth  and  its  environment  are  capable  of  supplying  their  needs. 
This  is  true  also  of  mankind.  Thus,  where  life  exists,  the  necessities 
that  support  it  are  available  ,  including  the  necessary  food  and  the 
necessary  energy.  That  is  to  say,  the  immediate  environment  of  a  living 
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population  has  the  capability  of  supplying  food  and  energy  to  support  it. 
Without  discrimination,  the  sun  sends  its  warmth  to  earth,  and  the  rain 
falls.  It  is  left  to  the  living  systems  themselves  to  use  these  resources 
to  their  common  good.   But  here  is  the  rub.  When  individual  members,  or 
groups  within  the  living  population  seek  to  accummulate  or  to  use  a 
disproportionate  share  of  resources,  it  is  at  the  expense  of  the  whole 
society.  When  groups  of  individuals  compete  to  appropriate  resources  for 
personal  gain,  again  it  is  to  the  expense  of  the  common  good. 

If  one  reads  the  history  of  war  from  this  perspective,  he  will  see  that 
wars  are  generally  the  clashing  of  groups  seeking  to  appropriate,  or 
seeking  to  keep  others  from  appropriating  land  or  other  of  earth's  re- 
sources for  personal  or  national  aggrandizement. 

I  would  say  THINK  WORLD.   Peace  is  simply  good  social  order.  And  good 
social  order  exists  when  individuals  are  in  harmony  within  their  social 
group,  and  when  social  groups  are  in  harmony  with  each.  Individtials  can- 
not expect  to  enjoy  peace  if  they  do  not  contribute  to  good  social  order, 
which  simply  means  that  individuals  cannot  let  their  selfish  ambitions  be 
put  ahead  of  the  common  good.   The  resources  of  earth  are  for  all  living 
societies.  Any  exploitation  that  leads  to  accummulation  and  control  of 
resources  that  benefit  a  minority  of  the  population,  inevitably  will  lead 
to  social  disorder  and  cause  competition,  even  warfare  and  internal  break- 
down of  social  order.  Thus,  because  food  and  energy  are  essential  to  all 
living  creatures,  the  deprived  will  become  even  more  demanding  of  the 
affluent  as  these  resources  decrease,  because  it  is  a  matter  of  life  and 
death  for  them. 

It's  a  small  world.   Imagine  yourself  with  six  other  people  on  a  spaceship. 
There  is  enough  food,  water  and  energy  to  take  care  of  all  seven  to  complete 
the  trip.  Suppose  one  individual  on  the  spaceship -begins  using  the 
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supplies  at  a  rate  equivalent  to  the  rate  of  use  of  the  other  six  put 
together.  Obviously,  the  six  would  realize  that  they  could  not  survive 
the  trip  unless  they  contained  the  unreasonable  appetite  of  the  seventh 
member.  This  illustration  puts  in  perspective  the  usage  of  resources 
in  the  United  States  compared  with  that  of  the  rest  of  the  world.  It  is  a 
certainty  that  the  rest  of  the  world  will  not  take  kindly  to  such  inequity. 
It  can  be  expected  that  the  disproportionate  distribution  and  use  of 
resources  will  continue  to  cause  conflict  and  war  amongst  nations.  Thus, 
for  the  sake  of  self-preservation  more  equitable  use  of  earth  resources 
is  essential. 

Obviously,  if  a  minority  posseses  the  resources  of  earth,  they  will  be 
hounded  by  the  majority  who  have  the  same  basic  need  for  them.  If  peace, 
^ich  is  harmony  in  social  order,  is  desired  by  the  minority,  they  will 
have  to  come  up  with  a  more  proportionate  distribution  of  resources  for 
all  mankind. 

I  would  say  THINK  PERSONAL  RESPONSIBILITY.  Each  member  of  society  can 
contribute  to  restoration  of  good  social  order.  He  can  control  his 
personal  conduct  so  as  not  to  put  his  personal  demands  ahead  of  the  com- 
mon good;  he  can  put  himself  in  greater  harmony  with  his  own  environment 
so  that  by  virtue  of  his  own  ingenuity  he  can  conserve  in  his  use  of 
earth's  resources  and  derive  from  his  immediate  environment  the  food  and 
energy  available  to  him.  He  can  work  to  create  a  greater  sense  of  in- 
dividual responsibility,  an  awareness  that  the  solution  to  problems  in  a 
community  is  to  be  found  within  the  community  itself  by  cooperative  effort 
of  citizens,  and  not  in  the  wasteful  and  frustrating  involvement  of  govern- 
ment beaurocracies  that  destroy  human  dignity  and  waste  money  resources. 

The  Farmers  Grain  &  Energy  Council  is  a  grassroots  organization  of  food 
producers.  The  existence  of  man,  the  economic  structuring  of  society  is 
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totally  dependent  on  agriculture.  All  societies  are  first  and  foremost 
agricultural  societies.  But  society  has  lost  its  agricultural  sense. 
Unreal  demands  are  being  made  on  the  food-producer;  the  demands  for  food 
being  made  on  American  agriculture  is  disproportionate  to  its  rewards. 
Farmers  are  seemingly  caught  in  an  economic  structure  over  which  they 
not  only  have  no  say  but  which  is  preying  upon  them  in  a  way  that  threatens 
their  continued  existence.  And  the  demands  being  made  on  them  are  all  the 
more  unreal  for  the  same  reason  that  the  demands  of  society  for  energy 
are  unreal. 

Nothing  less  than  a  restructuring  of  social  values  within  the  society  of 
human's  will  do  if  the  food  and  energy  dilemma  of  mankind  is  to  be  re- 
solved. It  is  my  belief  that  a  foundation  is  laid  in  the  Constitution 
of  The  Farmers  Grain  &  Energy  Council  which  identifies  a  basic  logic 
toward  establishing  a  new  sense  of  social  value.  I  entrust  this  challenge 
to  you  and  urge  your  conscientious  participation.  You  will  find  it 
personally  rewarding  and  of  lasting  good  to  mankind.   Thank  you. 

Sylvester  L.  Steffen,  Biologist 
HARVESTALL  INDUSTRIES,  INC. 
3  North  Walnut  Avenue 
New  Hampton,  Iowa  50659 
081777SLS 
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Document  4 

constitution 

of 
The  Farmers  Grain  &  Energy   Council 


PREAMBLE 

WE,  THE  FOOD  PRODUCERS  OF  THE  WORLD,  IN  ORDER  TO  IDENTIFY  OUR  RIGHTFUL 
ROLE  IN  SOCIETY,  AND  TO  INSURE  STABLE  SUPPLIES  OF  FOOD  AND  PRESERVATION 
OF  THE  FOOD-PRODUCING  ENVIRONMENT,  HOLD  CERTAIN  TRUTHS  TO  BE  SELF-EVIDENT; 
WHICH  TRUTHS  ARE  THE  FOUNDATION  FOR  THE  ESTABLISHMENT  OF  SOCIAL  HARMONY 
AND  GROWTH  OF  RIGHT  ORDER;  AMONG  THESE  TRUTHS  BEING  THAT: 

the  earth  is  not  dependent  on  earthly  life  but  all  earthly  life  is 
dependent  on  the  earth  and  its  resources; . 

the  sun  shines  upon  all  without  discrimination  and  provides  energy  for 
life  and  growth; 

the  earth  remains  unproductive  without  water,  and  its  unavailability 
whether  resulting  from  wasteful  and  thoughtless  usage  by  man  or  from 
naturally-occuring  causes,  makes  continuation  of  life  impossible; 

all  living  systems  are  interdependent  to  each  other  and  their  continued 
existence  relies  upon  sustaining  a  balanced  interdependency; 

a  balanced  interdependency  is  harmonious  only  when  the  availability  of 
necessities  for  enriching  life  is  adequate; 

mankind  is  born  into  this  social  order  and  is  not  the  originator  of  it; 

all  peoples  of  the  earth  belong  to  the  human  family; 

the  common  origins  of  humankind  impose  common  responsibilities  on 
individuals  to  promote  general  well-being; 

human  worth  derives  not  from  the  land  of  one's  birth  nor  from  one's 
possession  of  earth's  goods  but  from  his  human  personhood; 

personal  pursuit  of  earth's  goods  without  consideration  for  the  common 
good  aauses  social  disorder; 

persons  enjoy  good  social  order  only  when  they  contribute  to  good 
social  order;  and 

that  *he  most  obvious  and  constantly  recurring  needs  of  all  living  beings 
are  for  FOOD  and  ENERGY. 
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FURTHER,  TOWARD  AN  UNDERSTANDING  OF  THE  COMMON  RESPONSIBILITIES  OF  ALL 
PEOPLE  AS  STEWARDS  OF  THE  EARTH,  WE  HOLD  THESE  TRUTHS  TO  BE  SELF-EVIDENT; 
THAT 

The  culturing  of  earth  resources  and  the  procuring  of  food  from  them  for 
the  benefit  of  all  is  the  science  of  agriculture; 

no  science  is  more  vital  than  agriculture  in  that  it  functions  as  the 
umbilical  that  takes  nourishment  from  mother  earth  and  distributes  it 
to  all  mankind; 

certain  of  earth's  resources  are  renewable  and  others  either  are  not 
or  are  consumed  far  more  rapidly  than  renewed; 

among  non-renewable  or  slowly-renewing  resources  are  fossil  fuels, 
while  renewable  resources  are  those  derived  from  living  systems; 

use  of  slowly-renewing  and  non-renewable  resources  should  be  replaced 
with  use  of  renewable  resources  whenever  possible  and  should  be  used 
for  the  greatest  common  good; 

thff"  soil  itself  is  a  slowly-renewing  resource  more  precious  than  oil; 

the  production  of  food  should  have  first  priority  in  use  of  fossil 
fuels  as  it  serves  the  greatest  common  good; 

in  all  ages,  grains  have  been  the  "staff  of  life",  and  have  provided 
the  economic  and  social  base  for  the  growth  of  human  well-being  and  con- 
tinue in  that  role  today,  and 

that  True  Value  of  grain  cannot  be  realized  except  with  an  understanding 
of  its  living  potentials  and  the  structuring  of  a  grain  economy  that 
benefits  all. 

FINALLY,  IN  THE  STRUCTURING  OF  A  GRAIN  ECONOMY  THAT  BENEFITS  ALL,  WE 
HOLD  THESE  TRUTHS  TO  BE  SELF-EVIDENT;  THAT 

farmers,  the  tillers  of  the  soil,  the  guardians  of  earth,  must  them- 
selves understand  the  True  Value  of  living  grain; 

farmers  must  recognize  their  responsibility  to  understand  and  practise 
cultivation  methods  which  secure  a  balanced  economy  of  interdependent 
life  systems  in  the  soil  so  as  to  preserve  its  food-producing  capability 
for  posterity; 
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farmers  must  receive  commensurate  compensation  for  their  diligence 
in  exercising  this  responsibility  and  for  the  food  produced  by  their 
labor,  and 

that  farmers  must  understand  and  put  into  practise  basic  procedures 
that  produce,  preserve  and  distribute  living  grain. 


FOUNDATION 

FROM  THESE  SELF-EVIDENT  TRUTHS  ARE  DERIVED  THE   COROLLARIES  WHICH 
IDENTIFY  THE  OBJECTIVES  AND   GOALS   OF  THIS     ASSOCIATION. 


NAME 

THE  NAME  OF  THE  ASSOCIATION  IS 

THE  FARMERS  GRAIN  &  ENERGY  COUNCIL. 

WE  PRESERVATION  OF  THE  SOIL  AND  WISE  USE  OF  ENERGY  IN  THE  PRODUCTION  OF 
FOOD  IS  BEST  SOUGHT  IN  THE  COUNCIL  OF  PERSONS  SENSITIVE  TO  THEIR  RESPON- 
SIBILITIES AND  KNOWLEDCSIABLE  OF  THEIR  TASK. 


BROAD  OBJECTIVE; 

The  Right  Ordering  of  Society 

THE  RIGHT  STRUCTURING  OF  AGRICULTURE  PROVIDES  A  BASE  FOR  THE  RIGHT 
STRUCTURING  OF  SOCIAL  ORDER.   TOWARD  THE  RIGHT  STRUCTURING  OF  AGRICULTURE 
WE  HOLD  IT  TO  BE  SELF-EVIDENT  THAT  THE  DISTRIBUTION  OF  EARTH'S  RESOURCES 
MUST  BE  FOR  THE  COMMON  GOOD  AND  THAT  THE  CONCENTRATION  OF  GOODS  TO  THE 
BENEFIT  OF  A  FEW  IS  WRONG  AND  GAiUSES  SOCIAL  DISORDER. 

Corollary.  The  economic  forces  imposed  on  agriculture  in  recent  decades 
which  have  driven  people  from  the  land  to  city  congestion  causes  worsening 
social  conditions,  and  results  from  and  leads  to  greater  concentration  of 
wealth  in  the  hands  of  fewer. 

Action  1.  To  oppose  all  efforts  that  further  cause  concentration  of 
wealth,  inflation  of  land  values  and  the  forced  abandonment  from  the  land 
by  people. 
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Action  2.  To  implement  actions  that  restore  incentives  to  people 
to  return  to  the  land,  that  is,  to  make  the  revfards  in  agriculture 
commensurate  with  its  task  without  exploiting  or  putting  undo  burdens 
on  consumers. 


IMMEDIATE  OBJECTIVE: 

To  Restore  Human  Reward  to  Agriculture. 

A  RIGHT  ORDERED  PERSON  IS  NATURALLY  RESPONSIVE  TO  WORK  WHICH  SERVES 
THE  COMMON  GOOD  AND  IS  PERSONALLY  REWARDING.   IF  PERSONAL  REWARD  IS 
DENIED,  BENEFIT  TO  THE  COMMON  GOOD  IS  ALSO  DENIED.   WE  HOLD  IT  TO  BE 
SELF-EVIDENT  THAT  NO  WORK  IS  OF  GREATER  BENEFIT  TO  THE  COMMON  GOOD 
THAN  THAT  OF  PROVIDING  IT  FOOD. 

Corollary.  The  personal  reward  in  agriculture  should  be  such  that  it 
attracts  people  to  it.  As  the  need  for  food  increases,  the  need  to 
apply  human  resources  to  produce  it  also  increases.  As  people  resources 
increase  and  other  resources  decrease  it  becomes  necessary  that  the 
numbers  of  people  in  agriculture  also  increase,  which  is  true  of  people 
directly  involved  in  the  cultivation  of  the  land. 

Action  1^.  To  increase  one's  personal  awareness  of  the  human  value  of 
agriculture  and  to  promote  greater  public  awareness  of  it. 

Action  2.  To  work  toward  a  basic  restructuring  of  agriculture  in  the 
production  and  marketing  of  basic  food  resources  which  preserve  intrinisic 
values  and  return  profits  commensurate  with  these  greater  values. 


THE  BASIC  FOOD  RESOURCE; 

Land  and  Grain 

1.  Land 

LIFE  IS  THE  ON-GOING  FORCE  OF  CREATION,  WHICH  IS  BOTH  THE  ORIGINATOR 
AND  SUSTSINER  OF  LIVING  SYSTEMS;  AND  FOR  LAND  CREATURES  THE  SOIL  IS 
THE  MOTHER  MEDIUM.  TOWARD  PROPER  CULTIVATION  OF  SOIL  WE  HOLD  IT 
SELF-EVIDENT  THAT  THE  PRESERVATION  OF  LIVING  SOIL  IS  ESSENTIAL  FOR 
PRODUCING  AND  SUSTAINING  LIVING  SYSTEMS. 

Corollary.   Cultivation  practises  which  destroy  the  biological  balance 
of  living  systems  in  the  soil  will  diminish  and  destroy  the  food- 
producing  ability  of  the  soil. 


82 


Action  1^.   To  make  a  studied  effort  to  understand  the  essential  roles 
of  interdependent  life  systems  in  the  soil. 

Action  2.   To  avoid  all  agricultural  methods  and  products  which  are 
damaging  to  essential  bio-systems  in  the  soil. 

Action  3.  To  promote  greater  awareness  of  the  living  soil  system 
amongst  farmers  and  the  public  in  general. 

Action  4.   To  promote  research  in  the  science  of  soil  life  and  make 
educational  institutions  aware  of  its  importance  and  the  public  need 
and  desire  to  learn  more  about  it. 

Action  ^.   To  retain  and  reclaim  topsoil  against  erosion  from  natural 
forces  and  abusive  cultivation. 

Action  6.   To  support  public  investments  in  soil  renewing  practises 
which  are  beyond  the  financial  means  of  the  individual  farmer. 

Action  7.   To  support  water-conserving  methods  which  derive  maximum 
benefit  from  available  water  resources  without  destroying  their  use- 
fulness for  future  generations. 

2.   Grain 

THE  FULL  POTENTIAL  OF  VALUE  FROM  GRAIN  IS  OBTAINABLE  WHEN  THE  BIO- 
LOGICAL SENSITIVITY  OF  THE  LIVING  SEED  IS  UNDERSTOOD  AND  WHEN  AN 
ENVIRONMENT  IS  PROVIDED  WHICH  ALLOWS  THE  SEED  TO  CURE  NATURALLY  TO 
FULL  MATURITY.   FURTHER,  BY  UNDERSTANDING  THE  ENZYME-TRIGGERED  PROCESS- 
ES OF  THE  LIVING  SEED,  WHICH  CONVERT  THE  FOOD  POTENTIAL  OF  SEED 
CARBOHYDRATES  AND  PROTEIN  TO  USABLE  FOOD,  MORE  EFFICIENT  AND  MORE 
HEALTHFUL  USAGE  OF  CKAIN  CAN  BE  MADE. 

Corollary.   Grain  handling  methods  which  destroy  the  integrity  of  the 
living  seed,  destroy  the  possibility  of  getting  maximum  value  from  it. 

Action  1^.   To  employ  production,  harvesting  and  curing  procedures 
which  preserve  the  biological  integrity  of  the  living  seed. 

Action  2.   To  work  to  create  public  awareness  of  the  energy-conserving 
and  grain-preserving  benefits  of  such  procedures. 

Action  2.'     To  inform  markets  of  the  superior  value  of  grain  managed 
in  this  way  and  cooperate  with  other  producers  having  grain  of  like 
quality  to  market  it  in  a  way  more  beneficial  to  all. 

Action  4.   To  work  toward  the  creation  of  grading  standards  which  can 
be  understood  by  the  public  and  which  reflect  the  varying  qualities  of 
grain. 
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Action  5-  To  allocate  a  portion  of  the  increased  profit  toward  an 
educational  fxrnd  and/or  toward  an  advertising  fund  promoting  the 
objectives  and  goals  of  The  Farmers  Grain  &  Energy  Council. 


BY  -  LAWS; 

THE  PRACTICAL  IMPLEMENTATION  OF  THE  OnjECTIVES  \m  GOALS   OF  THIS 
ASSOCIATION  IS  DETAILED  IN  THE  BY-LAWS   WHICH  DESCPJBE  THE   CONDUCT 
AND  SCOPE  OF  ACTIVITY  OF  THE  ASSOCIATION. 


MEMBERSHIP 

All  farmers  employing  the  controlled  process  of  natural  curing  of  grain 
called  GRAIN  CHILLCUHING  are  automatically  qualified  to  become  members. 
Upon  completion  of  the  application  form  and  issuance  of  a  membership 
certificate,  their  membership  is  official. 


DUES 

There  will  be  no  membership  dues  required.     However,   monies  are  required 
to  promote  the  worit  of  the  council  and  these  might  best  be  obtained 
through  a  check-off  percentage  of  CHILLCURED  grain  marketed. 


MEETINGS 

Meetings  will  be  held  quarterly  on  the  third  Thursday  of  the  last  month 
of  the  quarter.  .These  are  "work"  meetings  and  should  include  reports 
from  committees.  While  every  member  is  welcome  to  attend  every  meeting^ 
an  annual  meeting  will  be  held  for  the  explicit  purpose  of  informing  the 
general  membership  of  the  past  years  activity  of  the  Council  and  projected 
woric  for  the  coming  year.   This  meeting  will  be  held  on  the  campus  of 
Iowa  State  University  on  the  3rd  Wednesday  of  August. 


ADDITIONS  &  CHANGES  TO  Ttffi  BY-LAWS 

A  simple  majority  vote  of  the  membership  is  required  for  additions  to 
the  By-laws.  A  2/3  majority  is  required  for  any  change  in  any  By-law. 
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ELECTION  OF  OFFICERS 


Officers  of  THE   FARMERS  GRAIN  &  ENERGY  COUNCIL  are:   PRESIDENT,  VICE 
PRESIDENT,  TREASURER  AND  SECRETARY.   Term  of  service  shall  be  one 
year.   New  officers  are  to  be  elected  at  the  annual  meeting. 


COMMITTEES 

The  following  permanent  committees  are:   NOMINATION  AND  MEMBERSHIP; 
MARKET  STUDIES;  RESOLUTIONS  AND  BY-LAWS.  Each  Committee  should 
have  four  members.  Membership  to  the  Committee  should  be  no  more 
than  four  consecutive  years.  A  new  member  should  be  selected 
annually  to  replace  the  longest  member  on  the  Committee.   New 
member  is  to  be  approved  by  vote  at  the  annual  meeting. 
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Document  5 

the  resolutions  of  the  second  annual  convention  of  the  farmers 

GRAIN  &  ENERGY  COUNCIL.   AUGUST  17,  1977-   AT  AMES,  IOWA. 


Whereas,  the  United  States  Department  of  Agriculture,  a  service 
organization  to  the  American  food  producer,  is  obligated  to  further 
the  best  interests  of  their  food  producing  effort,  and. 

Whereas,  these  best  interests  lie  in  serving  the  public  need  with 
sound  and  plentiful  food,  and  conserving  the  resources  of  earth  to 
insure  a  continuing  supply; 

Now,  therefore,  be  it  resolved: 

that  the  curing  and  drying  of  grain  is  a  natural  process  deriving 
from  the  accommodation  of  grain  to  its  environment; 

that  the  sun  provides  all  the  free  BTU  required  to  cure  grain  to 
optimum  value; 

that  concentration  of  heat  on  grain  to  dry  it,  as  practised  over  the 
past  score  of  years,  represents  waste  of  grain  even  more  than  energy; 

that  continued  directions  to  focus  heat  on  grain,  now  solar,  is  a 
misdirected  effort  leading  to  waste  of  tax  funds,  grain  and  energy; 

that  GRAIN  CHILLCURING  ""  is  a  process  using  free  solar  energy  to  cure 
grain  in  a  controlled  environment  without  stressing  grain  or  wasting 
energy; 

that  the  U.S.  Department  of  Agriculture  should  investigate  and 
promote  the  potentials  of  this  process  which  alone  cures  grain  to 
true  value  with  minimum  expenditure  of  energy,  thus,  affording 
significant  economic  and  ecological  benefits  to  all  mankind. 

Further,  be  it  resolved  that  the  president  of  this  Council  be  author- 
ized and  instructed  to  present  these  resolutions  to  the  Honorable 
Secretary  of  Agriculture,  Robert  Bergland,  by  written,  registered  mail. 

Endorsed  unanimously  by  the  FARMERS  GRAIN  &  ENERGY  COUNCIL  in  convention 
on  this  I7th  day  of  August,  1977. 
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Senator  Kennedy  [continuing].  We  stand  in  recess. 
[Whereupon,  the  hearing  recessed.] 
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